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War or peace, good times or bad, 
Mill Mutual Insurance gives 
complete protection at lowest cost 





MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 














Millers Mutual Fire Insurance Co................... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co................ Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association................ Alton, Ill. 
Grain Dealers National Mutual Fire Insurance Co... . . Indianapolis, Ind. 
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National Retailers Mutual Insurance Co................. Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co............ Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co............... Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, II. 


A Service organization maintained by the Mill Mutuals. 
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THIS IS PART OF YOUR PAY CHECK 


That gun’s making things pretty hot for the Axis 


It came from the pay check and pay 
envelopes of people like you. It was 
bought with the money you lent your 
Government in regular installments from 
your pay. 


But hold on now—Maybe it’s not your 
gun! Maybe you aren’t setting aside at 
least 10 percent of your salary for War 
Bonds! 


There are still some people who 
aren’t; not many, but maybe you’re one 
of them. If you are one, we’re sure it’s 
not for want of patriotism, but because 


SAVE WITH U.S. WAR BONDS 
EVERYBODY...EVERY PAYDAY... 








ou haven’t gotten around to it. 
y 4 


Tell your boss today you want to help 
win the war by joining the Pay-Roll 
Savings Plan. Tell him you want to 
save at least 10 percent of every pay 
check by putting it into War Bonds. 


You can’t make a better investment. 
You'll be buying the weapons that insure 
a future of freedom, peace, and plenty 
».. and you'll be getting back $4 for 
every $3 you save. 


MAKES SENSE, DOESN’T IT? THEN 
START TODAY! 


AT LEAST 10% 
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W. A. MUELLER 


Commissioner of Insurance 


STATE OF SOUTH DAKOTA 


CS Mueller entered the South Dakota Insurance Department 


in 1940 as Chief Examiner, having previously been cashier of the Farmers 
State Bank at Turton. He is a native of Wisconsin but received his education at 
Titonka, lowa where he was engaged in the banking business before removing 
to South Dakota. Mr. Mueller brings to the Commissionership the kind of ex- 


perience and practical knowledge which guarantees an efficient administration 
of that department. 
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WHAT MAKES INSURANCE “INTERSTATE 
COMMERCE”? 


N June 5, 1944 the Supreme 

Court of the United States 

made history by its decision, 
in the South-Eastern Underwriters 
Association case, that insurance is 1n- 
terstate commerce. In an attempt to 
analyze the factors which enter into 
such a conclusion there are set out be- 
low the views of the United States 
Government, as represented by At- 
torney General Biddle and_ other 
counsel, and excerpts from the ma- 
jority and dissenting opinions of the 
Court. 

When the South-Eastern case was 
argued in the U. S. District Court at 
Atlanta, Georgia on May 25, 1943, 
Mr. Frank H. Elmore, appearing tor 
the Government, made the following 
statements : 

“Tnsurance, the economic good which 
is the subject of the business of the de- 
fendant fire insurance companies, falls 
within the definition of ‘commodity 
given in Webster’s Dictionary. I quote: 
‘An element of wealth; an economic 
good. The word good is commonly 
used to indicate the aggregate of ele- 
ments of which wealth is composed; the 
term commodity has been devised to 
serve as a corresponding singular. 

“The issuance of policies in exchange 
for premiums does not constitute the 
business of a fire insurance company any 
more than the wrapping paper on a 
parcel of merchandise constitutes the 
business of the merchant who sells the 
goods. The insurance itself is merely 
wrapped in the policy. 

“Insurance companies maintain agents 
throughout the’ States and in foreign 
countries to sell to the public for a stip- 
ulated price, a certain utility, a right to 
be indemnified upon the happening of a 
contingency, or in other words, an eco- 
nomic good. This requires, and is ef- 
fected through a constant current of 
commercial intercourse, using the estab- 
lished channels of communication and 
transportation. ; 

“When men engaged in a business for 
profit enter the market place, bearing 
an economic good, whether tangible or 
intangible, offering it for sale to the pub- 
lic, it is hard to see how they can at 
the same time insist that they do not 
thereby engage in trade and commerce. 


é 
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“My second point: The business of 
fire insurance is interstate in nature. No 
other branch of commerce is so funda- 
mentally interstate in its nature as fire 
insurance. The very rates upon which 
it subsists must be established, not on 
the experience of one State, but upon the 
average of all States. The law of aver- 
ages and the theory of diversification 
and distribution of risks are the basis of 
the business of fire insurance. From its 
very nature the business must be inter- 
state and not local; it is, in truth, na- 
tional in character. The stockholders 
may live in one State, the company be 
chartered in another State, the agent 
live in another State, and the risk be 
located in still another, or possibly sev- 
eral States. Sometimes property in- 
sured under one policy is situated in al- 
most every State of the Union. Again, 
the property may be in transit, and dur- 
ing the life of the policy, pass through 
a dozen different States. 

“Not only the stability of the fire in- 
surance company, but also the security 
of its patrons, requires that its business 
be dispersed in small, scattered lines. 

In modern times, no company con- 
fining its business to a single city can 
offer reliable indemnity to its patrons 
and the indemnity offered by any com- 
pany which confines its business to a 
single State is not much better; for, to 
reach a volume of premiums that will 
bring its ratio of fixed expense within 
reasonable limits, the company must not 
assume liabilities which it cannot meet 
in the event of a great conflagration. 
Thus, fire insurance not only is, but must 
be interstate in its nature for its own 
safety, as well as the safety of its pa- 
trons, lies in the dispersion of risks and 
expansion of territory. 


“In fact, the amount of insurance writ- 
ten by most of the defendant fire in- 
surance companies in their home States 
is very small in relation to their inter- 
state business, which produces the ma- 
jority of their premium income. This 
fact is supported by a statistical table 
appearing as an appendix to the Gov- 
ernment’s brief. 


“The fire insurance business, as de- 
scribed in the indictment, involves a vast 
network of activity flung across the 
United States. This network is in no 
way bounded by State lines but in its 
ramifications crosses and recrosses them 
constantly. As delineated in the indict- 
ment, the home offices of the defendant 
companies are scattered through various 
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States and their functions distributed 
through many others. Their premium 
income as I have said, is largely derived 
from sales of insurance in States other 
than those in which their headquarters 
are located. Their operations include 
the conducting of business through 
agents in constant communication with 
their principals, the defendant compan- 
ies, in other States. The negotiation 
and making of contracts, the passing and 
transmission of such contracts and of 
money, correspondence, and other things 
incident to them, including daily re- 
ports of business done, in and among 
the several States, are essential elements 
in the conduct of this business. These 
things constitute a familiar and regular 
course of business widely known and 
understood, established by the usage and 
experience of years, through the chan- 
nels of interstate transportation and 
communication.” 


On October 27, 1943 Attorney 
General Biddle, in a statement be- 
fore a sub-committee of the Senate 
Judiciary Committee in opposition to 
Senate Bill 1362 referred to the prior 
testimony of Senator Bailey in 
which he quoted as follows from the 
case of Western Live Stock v. Bureau 
of Revenue, 303 U. S. 250: 


“That the mere formation of a con- 
tract between persons in different States 
is not within the protection of the com- 
merce clause, at least in the absence of 
Congressional action, unless the per- 
formance is within its protection is a 
proposition no longer open to question.” 
Attorney General Biddle then went 
on to say: 

“This very language demonstrates the 
emphasis mistakenly placed upon the 
nature of the contracts rather than upon 
the mode of conducting the business, and 
further serves to distinguish the so- 
called insurance cases from an action 
under the Sherman Act. The govern- 
ment does not contend that contracts of 
insurance, without more, constitute in- 
terstate commerce, but that the inter- 
state business of dealing in fire insur- 
ance, as conducted by the defendants in 
the South-Eastern Underwriters’ Associa- 
tion case is interstate commerce.” 

When the South-Eastern Under- 
writers case was heard on appeal by 
the Supreme Court the brief for the 
United States developed the argu- 
ment that the insurance business was 
in interstate commerce in part as fol- 
lows: 


’ both the performance of the 
contract of insurance and the operation 
of the fire-insurance business viewed as 
a whole require the movement of money, 
information, and documents on a large 
scale across State lines. It cannot be, 
and we do not think that it is, ques- 
tioned that these activities are inter- 
state. The contention has been that they 
are not ‘commerce’, 


“This presupposes that some forms of 
movement and intercourse across inter- 
state lines are not interstate commerce 
in the constitutional sense. Except for 
the line of cases dealing with insurance, 
ae; the decisions of this Court are 
to the contrary and establish that all 
movement across State lines is inter- 
state commerce. 
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The Supreme Court of the United States of America 


“These cases establish that interstate 
commerce consists of all kinds of move- 
ment across state lines whether or not 
‘commercial’ in the sense of business 
transactions. But it is not nec- 
essary to resort to any such broad prin- 
ciple in the present case. For we think 
it plain that the transmission of money 
by both parties in performance of a con- 
tract of insurance, and of information 
and instructions which are the essence 
of the insurance business commercial in 
the narrowest sense. A 

“We do not think this would ever 
have been doubted if the property which 
moved in performance of the insurance 
contract had not been money or checks, 
or if the performance on one side of the 
contract had not been contingent on the 
occurrence of loss. If a person in one 
State buys sugar to be shipped from 
another State, the contract of sale is 
both commerce and interstate commerce. 
Its commercial character would not be 
lessened if the obligation to ship the 
sugar were made contingent upon a cer- 
tain event, particularly if the contin- 
gency had a real and vital relationship 
to the efficient and continuous operation 
of the seller’s business. ; 

“These cases differ from the present 
one only in that the performance of the 
insurance contract consists of the ex- 
change of money (usually in the form of 
a bank check) instead of a more tangible 
commodity. But money and checks are 
undoubtedly subjects of commerce, and 
the fact that a convenient medium of 
exchange is employed does not render 
a transaction non-commercial. 

“For these reasons the performance of 
the individual contract of insurance is a 
commercial transaction. Even more 
clearly—if that be possible—the wide- 
spread activities of the insurance com- 
panies viewed as a whole are commer- 
cial. Their business in large part con- 
sists of the transmission and receipt of 
vast sums of money and the unceasing 
use on a large scale of the channels of 
communication. : 

“That the insurance business is com- 
mercial also appears from its relation to 
other industries. Manufacturers, carri- 
ers, and shippers carry insurance as an 
ordinary business expense. They do not 


dare risk the destruction of their prop- 
erty by fire; furthermore, they cannot 
obtain the credit to finance their enter- 
prises unless the property is insured. 
An operation which is so essential to 
commerce can hardly be described as 
non-commercial.” 


In the majority opinion in the 
South-Eastern case, Justice Black 
had the following to say with respect 
to the interstate commerce aspects of 
insurance : 


“The modern insurance business holds 
a commanding position in the trade and 
commerce of our nation. Built upon the 
sale of contracts of indemnity, it has be- 
come one of the largest and most im- 
portant branches of commerce. Its to- 
tal assets exceed $37,000,000,000, or the 
approximate equivalent of the value of 
all farm lands and buildings in the 
United States. Its annual premium re- 
ceipts exceed $6,000,000,000, more than 
the average annual revenue receipts of 
the United States Government during 
the last decade. Included in the labor 
force of insurance are 524,000 experi- 
enced workers, almost as many as seek 
their livings in coal mining or automo- 
bile manufacturing. Perhaps no modern 
commercial enterprise directly affects so 
many persons in all walks of life as 
does the insurance business. Insurance 
touches the home, the family, and the 
occupation or the business of almost 
every person in the United States. 

“This business is not separated into 48 
distinct territorial compartments which 
function in isolation from each other. 
Interrelationship, interdependence, and 
integration of activities in all the States 
in which they operate are practical as- 
pects of the insurance companies’ meth- 
ods of doing business. A large share of 
the insurance business is concentrated 
in a comparatively few companies lo- 
cated, for the most part, in the financial 
centers of the East. Premiums collected 
from policyholders in every part of the 
United States flow into these companies 
for investment. As _ policies become 
payable, checks and drafts flow back to 
the many States where the policyhold- 
ers reside. The result is a continuous 

(Continued on page 7) 
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Accounting Data in Loss Adjustments 


By MAURICE H. STANS* 


CertiFiepD Pusrtic ACCOUNTANT 


S a background for considera- 
A« of the use of accounting 

data in loss adjustments, it is 
interesting to understand the history 
and evolution of accounting in the 
United States. The earliest known 
set of accounts in this country that 
is still preserved dates back to 1735 
and was kept by a small Dutch store- 
keeper in Poughkeepsie, New York. 
This elementary record of his busi- 
ness is evidence of the fact that ac- 
counting in those days was a simple 
and subordinate factor in commercial 
activity. Accounting then was based 
on the single premise of balancing 
income with outgo for the enterprise 
as a whole, and was enforced merely 
by single- entry memoranda which 
kept toll of accounts due from cus- 
tomers for goods sold. The only sub- 
sidiary record was usually the famil- 
iar alphabetically sectioned red box 
file for unpaid bills. In those days, 
books did not have to be designed 
and maintained so that they would 
stand up under investigation by in- 
ternal revenue agents or regulatory 
authorities. 


Strange to say, books of account 
were basically no more complicated 
in 1900, or 165 years later, although 
they may have been enlarged in size 
to meet the greater volume of trans- 
actions, as business began to expand 
into larger units. Record-keeping 
was still called bookkeeping and 
books were kept by bookkeepers, not 
by accountants or comptrollers. Pro- 
fessional accountants were almost un- 
known in the United States until near 
the end of the last century. The first 
organization of professional account- 
ants was formed in 1889 so that ac- 
countancy as a profession in this 
country is only slightly more than 50 
years old. It has been said that book- 
keeping didn’t become accounting and 
accounting didn’t become complicated 
until there were professionals. 

In 1913 the arrival of Federal in- 
come taxes brought about some in- 
crease in record-keeping, especially in 
the gradual employment of the double 
entry general ledger for the ready 
accumulation of operating figures. 
But generally speaking, except for 
the large business combines, the 
amount of cash in the bank was still 
the principal measure of profits and 
the limit of accounting refinement for 

“(An address before the Loss Managers’ Con- 


ference of the Federation of Mutual Fire Insur- 
ance Companies—June 8, 1944.) 


the ordinary business. Inventories 
were taken no more often than busi- 
nesses were bought and sold, or their 
owners died; and costs of producing 
or of doing business were known to 
be high or low only to the extent that 
the enterprise failed or prospered. 
Even for corporations, balance sheets 
were not required with income tax 
returns until the time of the first 
World War. Financial statements 
were not vital for credit purposes for 
the banker financed the business man 
on his character and an occasional 
glance at his stock of goods. 

Today, all this is changed. Two 
factors have contributed to the de- 
velopment of accounting techniques 
to an extent that the last ten or fif- 
teen years have occasioned the gen- 
eral application of more changes and 
refinements than in the preceding two 
hundred years. These are: 

(1) Increased government control 
over business, severe taxes, wartime 
restrictions, and the requirements of 
detailed and complex reports to reg- 
ulatory and administrative agencies. 

(2) The development of intricate 


- accounting procedures as a means of 


measurement of productive and ad- 
ministrative efficiency in business. 


The first circumstance, that of 
complying with the government’s re- 
quirements under regulatory and rev- 
enue statutes, is well recognized and 
frequently and publicly damned. The 
second phase of this major evolution 
in accounting development, its sci- 
entific refinements of methods to pro- 
duce minute measurements of per- 
formance and efficiency, is a product 
of our highly competitive system. 
Simple chronological record-keeping 
of transactions has evolved into cost 
and profit determinations by plants, 
by departments, by products and by 
units of product. Cost accounting has 
evolved from the earliest elementary 
job cost computations into the tech- 
niques of standard costs, process 
costs and distribution costs. Special- 
ized systems have been developed for 
specialized enterprises. Financial pol- 
icies have found their base in fore- 
casts and budgets, and profit show- 
ings now result from a combination of 
many complex techniques, as account- 
ing procedures have expanded to 
meet the demands of industry to 
measure and control wage incentives, 
unit and process costs, flexible costs 
and budgets, time and motion analy- 
sis, and so on. 


At this point, it might not be 
clear as to what all this has to do with 


the subject of loss adjustments. The 
answer to such a question can be 
summed up in this phrase—that of all 
the arts and sciences with which a 
loss manager or an insurance adjust- 
er has to deal today — architecture, 
construction, masonry, carpentry, 
transportation, fine arts, law —ac- 
counting has seen more changes and 
development in the last ten or fifteen 
years than any other. If a loss man- 
ager or adjuster is to serve most 
effectively the interests of the insur- 
ing companies, it is important that he 
know how and to what effect this 
evolution has taken place and how it 
may be employed in the adjustment 
of losses. 


Before getting into that, however, 
it may be desirable to review the 
types of losses in which accounting 
data play an important part. In the 
order of importance they probably 
are: use and occupancy losses in man- 
ufacturing risks, out-of-sight inven- 
tory losses in manufacturing estab- 
lishments, mercantile use and occu- 
pancy losses, mercantile fire losses in- 
volving merchandise, and embezzle- 
ment or robbery losses involving 
merchandise, securities or cash. In 
all such cases the amount of loss can- 
not be determined from the inspec- 
tion of physical property but must 
be calculated by figures so accumu- 
lated as to establish a determination 
of value for something that is not 
tangibly in existence. There are other 
types of losses in which accounting 
data may play a part, such as the 
verification of values in transporta- 
tion losses, or in the verification of: 
values at risk under reporting poli- 
cies, but these are of lesser signifi- 
cance. 

At this point, thére are two major 
premises that should be laid down for 
the comments that follow: 

(1) Under the unusual wartime 
conditions prevailing today, when 
normalcy is ineffective as a standard 
of measure, much greater emphasis 
must necessarily be placed upon the 
accounting aspects of loss adjust- 
ments whenever books of account are 
involved. Undoubtedly the same 
state will continue in the postwar pe- 
riod for a long time before settled 
economic conditions will prevail and 
the gyrations of economic pressures 
upon business ratios and accounting 
relationships will be stabilized. 

(2) Despite the increased com- 
plexity in accounts brought about by 
the described evolutionary process, 
the refinement of accounting as an art 
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makes possible for the adjuster a 
greater reliance upon accounting data 
in the equitable settlement of losses. 

In illustrating some of the ways 
in which, under these conditions, the 
fullest use of accounting data is vital 
to the satisfactory adjustment of 
losses, it is interesting to consider 
more specifically two phases of the 
broad subject — namely, out-of-sight 
merchandise and use and occupancy 


osses. 
loss eee 


HI “books statement” of value 

and loss is frequently used in 
cases of the destruction of all or part 
of a merchandise stock. Accountants 
refer to such a book statement as a 
“theoretical inventory computation” 
for it is a method of computing the 
value of inventory at risk as of a 
given time when detailed stock rec- 
ords or unit records of inventory 
items on hand are not available or 
have been destroyed. Reduced to its 
simple terms, the book statement in- 
volves this formula: 

The inventory at a fixed beginning 
date, plus all subsequent acquisitions by 
purchase or manufacture, less all subse- 
quent deductions by sale or otherwise, 
equals the ending inventory at the se- 
lected date. 

The determination of a_ theoretical 
inventory value at a closing date, on 
the basis of such a computation would 
be a simple matter of addition and 
subtraction if all the figures were on 
the same plane and did not require 
conversion to a common denominator. 
This common denominator, in the 
basic stages of the computation, 1s 
cost. Very rare is the case in which 
the amount of value and loss of de- 
stroyed merchandise can be deter- 
mined by mere inspection of purchase 
invoices, even in a retail 
In a manufacturing establishment the 
cost of additions to inventory is a 
compounding of the cost of amounts 
paid for raw materials, labor and 
plant overhead incurred in manufac- 
turing. Overhead itself is a nebulous 
term requiring numerous problems of 
accounting allocation of cost factors. 
Assuming, however, that in any given 
case it is possible to arrive at a be- 
ginning inventory value and to com- 
pute on a cost basis the subsequent 
accretions to the inventory through 
the valuation of all appropriate cost 
factors (including departmental over- 
heads and apportionments, appropri- 
ate credits for salvage, construction 
and other recovery elements), it still 
remains necessary to calculate the 
equivalent valuation of the goods 
withdrawn from the inventories by 
sale or otherwise. Sales being at a 
higher price than cost, it is necessary 
to reduce the sales total by the cal- 
culated profit margin in order to se- 


store loss. 
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cure the cost value of the withdraw- 
als from stock. This profit margin 
factor is the one upon which the com- 
putation is principally dependent— 
and even in normal times it requires 
closest scrutiny of accounting data to 
establish it with reasonable approach 
to accuracy. An overestimated gross 
profit percentage on the sales since 
the last inventory date can result in 
the payment of a greatly overstated 
claim. 

That is a skeleton outline of the 
nature of the problems involved in 
the book statement. It is not possible 
within the limits of this article to re- 
view all the considerations which nor- 
mally are factors in the development 
of an accurate computation of loss by 
means of the book statement.* 

It is important, however, that em- 
phasis be attached to the value of a 
preliminary examination of the in- 
sured’s records and the abstraction 
of key figures and data at the earliest 
possible moment after the loss is re- 
ported. To an experienced account- 
ant or adjuster, books can have a 
smell, too, and the odor that is de- 


‘tected in the first instance may dic- 


tate the course of the entire subse- 
quent investigation. Furthermore, 
the initial examination is the greatest 
deterrent that the adjuster can employ 
to prevent dishonesty in the insured’s 
preparation of his claim. If the in- 
sured feels confident that the adjuster 
is not too familiar with the facts of 
his records, or is not likely to search 
them closely, he will find no difficulty 
with his conscience in maneuvering 
the accounts to produce an inflated 
claim. The adjuster who permits the 
insured to acquire that state of mind 
fails to use his principal opportunity 
of minimizing the moral hazards in- 
volved. It is just as important to get 
some of the key information from the 
books in the first instance, without 
delays urged by the insured on the 
pretext of posting records up to date 
or other reasons, as it is to carry on 
the remaining parts of an investiga- 
tion through public fire authorities or 
arson agencies. An honest insured 
will not resent such a routine exam- 
ination of his records and a dishonest 
insured will in many cases be re- 
strained from padding his claim by 
the mere fact that he does not know 
the exact extent to which the adjuster 
has been able to secure information 
from his records in the preliminary 
study. 


*NOTE—For an outline of the basic rules for 
verification of a book statement, the information 
to obtain in the first inspection of the insured’s 
records, the danger signals that may be dis- 
closed by accounting data, the items which may 
necessitate adjustment of cost ratios founded on 
past experience, and the general importance of 
certain accounting tests of the over-all results 
disclosed, see the author’s article in the December, 
1941 issue of ‘“‘Loss Research”, 





Beyond the normal rules and con- 
ditions for the examination of the in- 
sured’s records in ordinary times, the 
wartime and postwar periods impose 
many additional circumstances which 
involve further reliance upon ac- 
counting data in out-of-sight losses. 
It is necessary to consider the exist- 
ence and treatment of sales taxes, use 
taxes and Federal and other excise 
taxes ; the many changes that have oc- 
curred in tax rates may require spe- 
cial adjustments in the application of 
comparative cost and profit ratios in 
the preparation of the book state- 
ment. The influence of generally 
higher profit margins on wartime 
production, usually accompanied by 
reduced selling costs, makes compar- 
ative figures subject to great distor- 
tion unless the underlying accounting 
facts are fully analyzed and brought 
back to comparative planes. Changes 
in labor costs have been frequent, and 
in many cases have been applied re- 
troactively for varying periods of 
time, with the result that profit ratios 
are unreliable without appropriate 
correction. Where companies are 
still engaged in peacetime production, 
in many cases the fact of frozen sell- 
ing prices in the face of higher labor 
and material costs has tended to nar- 
row greatly the normal profit mar- 
gins, with the result that unless con- 
sideration is given thereto in the com- 
putation of the current book state- 
ment, a loss could easily be substan- 
tially overpaid. The substitution of 
one type of material for another, un- 
der the urgency of wartime condi- 
tions, may tend to result in different 
cost percentages that require read- 
justment of the figures. Variations 
in sales volume under the stress of 
wartime conditions, generally down- 
ward in the case of producers of 
civilian articles and upward in the 
case of producers of materials of 
war, have contrasting effects upon 
the cost determination, largely be- 
cause of the effect of volume upon 
manufacturing overhead as a_ cost 
factor. These are all elements which, 
even though based upon a set of ac- 
counting figures which are mathe- 
matically accurate, make it impossible 
to accept a particular gross profit 
ratio in a previous period as being 
the ratio to use in the current period 
of the book statement. In every such 
case, extensive analysis of the under 
lying accounting data can provide in- 
formation necessary to the calcula- 
tion and application of corrective 


factors. 

There is one more point in con- 
nection with out-of-sight losses which 
rests somewhat less héavily upon ac- 


(Continued on page 22) 
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INSURANCE 
“INTERSTATE COMMERCE”? 


(Continued from page 4) 


and indivisible stream of intercourse 
among the States composed of collec- 
tions of premiums, payments of policy 
obligations, and the countless documents 
and communications which are essential 
to the negotiation and execution of pol- 
icy contracts. Individual policyholders 
living in many different States who own 
policies in a single company have their 
separate interests blended in one assem- 
bled fund of assets upon which all are 
equally dependent for payment of their 
policies. The decisions which that com- 
pany makes at its home office—the risks 
it insures, the premiums it charges, the 
investments it makes, the losses it pays 
—concern not just the people of the 
State where the home office happens to 
be located. They concern people living 
far beyond the boundaries of that State. 


“That the fire insurance transactions 
alleged to have been restrained and mon- 
opolized by appellees fit the above de- 
scribed pattern of the national insurance 
trade is shown by the indictment before 
us. Of the nearly 200 combining com- 
panies, chartered in various States and 
foreign countries, only 18 maintained 
their home offices in one of the six States 
in which the S.E.U.A. operated; and 127 
had headquarters in either New York, 
Pennsylvania, or Connecticut. During 
the period 1931-1941 a total of $488,000,- 
000 in premiums was collected by local 
agents in the six States, most of which 
was transmitted to home offices in other 
States; while during the same _ period 
$215,000,000 in losses was paid by checks 
or drafts sent from the home offices to 
the companies’ local agents for delivery 
to the policyholders. Local agents so- 
licited prospects, utilized policy forms 
sent from home offices, and made regular 
reports to their companies by mail, tele- 
phone or telegraph. Special traveling 
agents supervised local operations. The 
insurance sold by members of S.E.U.A. 
covered not only all kinds of fixed local 
properties, but also such properties as 
steamboats, tugs, ferries, shipyards, 
warehouses, terminals, trucks, busses, 
railroad equipment and rolling stock, 
and movable goods of all types carried 
in interstate and foreign commerce by 
every media of transportation. 


“Despite all of this, despite the fact 
that most persons, speaking from com- 
mon knowledge, would instantly say that 
of course such a business is engaged in 
trade and commerce, the District Court 
felt compelled by decisions of this Court 
to conclude that the insurance business 
can never be trade or commerce within 
the meaning of the Commerce Clause. 


“One reason advanced for the rule in 
the Paul case has been that insurance 
policies ‘are not commodities to be 
shipped or forwarded from one State to 
another.’ But both before and _ since 
Paul v. Virginia this Court has held that 
Congress can regulate traffic though it 
consist of intangibles. Another reason 
much stressed has been that insurance 
policies are mere personal contracts sub- 
ject to the laws of the State where ex- 
ecuted. But this reason rests upon a 
distinction between what has been called 
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For more than 75 years the 
Supreme Court considered 


‘local’ and what ‘interstate’, a type of 
mechanical criterion which this Court 
has not deemed controlling in the mea- 
surement of federal power. Cf. Wick- 
ard v. Filburn, 317 U. S. 111, 119-120; 
*arker v. Brown, 317 U. S. 341, 360. We 
may grant that a contract of insurance, 
considered as a thing apart from nego- 
tiation and execution, does not itself con- 
stitute interstate commerce. Cf. Hall v. 
Geiger-Jones Co., 242 U. S. 539, 557-558. 
But it does not follow from this that the 
Court is powerless to examine the entire 
transaction, of which that contract is 
but a part, in order to determine whether 
there may be a chain of events which 
becomes interstate commerce. Only by 
treating the Congressional power over 
commerce among the States as a ‘tech- 
nical legal conception’ rather than as a 
‘practical one, drawn from the course 
of business’ could such a conclusion be 
reached. Swift and Company v. United 
States, 196 U. S. 375, 398. In short, a 
nationwide business is not deprived of 
its interstate character merely because 
it is built upon sales contracts which are 
local in nature. Were the rule other- 
wise, few businesses could be said to be 
engaged in interstate commerce.” 

Chief Justice Stone’s dissenting 
opinion opened with an acknowledg- 
ment that insurance is interstate com- 
Merce ; 

“This Court has never doubted, and I 
do not doubt, that transactions across 
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State lines which often attend and are 
incidental to the formation and perform- 
ance of an insurance contract, such as 
the use of facilities for interstate com- 
munication and transportation, are acts 
of interstate commerce subject to regu- 
lation by the federal government under 
the commerce clause. Nor do I doubt 
that the business of insurance as pres- 
ently conducted has in many aspects 
such interstate manifestations and such 
effects on interstate commerce as may 
subject it to the appropriate exercise of 
federal power. . . . 

but he then expressed the view that 
this was not the question before the 
Court and went on to say: 


“The questions here are whether the 
business of entering into contracts in 
one State, insuring against the risk of 
loss by fire of property in others, is it- 
self interstate commerce; and whether 
an agreement or conspiracy to fix the 
premium rates of such contracts and in 
other ways to restrict competition in 
effecting policies of fire insurance, vio- 
lates the Sherman Act. 

“The numerous and unvarying de- 
cisions of this Court that ‘insurance is 
not commerce’ have never denied that 
acts of interstate commerce may be in- 
cidental to the business of writing and 
performing contracts of insurance, or 
that those. incidental acts are subject to 
the commerce power. Our decisions on 
this subject have uniformly rested on the 
ground that the formation of an insur- 
ance contract, even though it insures 
against risk of loss to property located 
in other States or moving in interstate 
commerce, is not interstate commerce, 
and that although the incidents of inter- 
state communication and transportation 
which often attend the formation and 
performance of an insurance contract are 
interstate commerce, they do not serve 
to render the business of insurance itself 
interstate commerce. 


“If an insurance company in New 
York executes and delivers, either in that 
State or another, a policy insuring the 
owner of a building in New Jersey 
against loss by fire, no act of interstate 
commerce has occurred. True, if the 
owner comes to New York to procure 
the insurance or after delivery in New 
York carries the policy to New Jersey, 
or the company sends it there by mail 
or messenger, such would be acts of 
interstate commerce. Similarly if the 
owner pays the premiums by mail to 
the company in New York, or the com- 
pany’s New Jersey agent sends the pre- 
miums to New York, or the company in 
New York sends money to New Jersey 
on the occurrence of the loss insured 
against, acts of interstate commerce 
would occur. But the power of the Con- 
gress to regulate them is derived, not 
from its authority to regulate the busi- 
ness of insurance, but from its power to 
regulate interstate communication and 
transportation. And such incidental use 
of the facilities of interstate commerce 
does not render the insurance business 
itself interstate commerce. Nor is the 
nature of a single insurance transaction 
or a few such transactions not involving 
interstate commerce altered in that re- 
gard merely because their number is 
multiplied. The power of Congress to 
regulate interstate communication and 
transportation incidental to the insur- 
ance business is not any more or any 

(Continued on page 20) 
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Disabled Veterans 


By DR. WILLIAM A. BISHOP 
Ass ate Puysictan, Massachusetts GENERAL 
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HEN the Workmen's Com- 


pensation Laws first ap- 
peared on the Statute books, 
manv Industrialists viewed with dis- 
may the newly added costs, and all 


n give consideration means 
whereby they could be kept at as low 
evel as possible. The more sensi- 
e industries decided to swing with 
le, and there followed a move- 
f progress whereby some of 
neficial results of this sort of 
gislation began to appear. In 
ealthy and commendable effort to 
reduce costs, conditions of work were 
scrutinized with a view to minimiz- 
the risk of injury and disease. 
Safety appliances and measures re- 
ved enormous impetus. Safety en- 
eering came into its own. The 
evel of quality of medical care for 
al injuries and disease began 
rise and is still rising. 
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laws of most states include the 
so-called aggravation clause, which 
requires the payment of indemnity 
to a workman, if and when disability 
arises as result of the aggravation of 
an underlying physical impairment, 
through the mediation of an indus- 
trial injury or disease. This enor- 
mously extended the coverage and 
the problems, until it has truly been 
said that by this means, all the ills 
that flesh is heir to, have at one time 
or another been claimed to be indus- 
trial. It occurred to many that the 
way to avoid this troublesome feature 
of the law, was to employ only healthy 
workers. It was argued that the 
sound healthy employee did better 
work—got into trouble less often— 
resisted deleterious conditions longer, 
and if injured or made ill recovered 
sooner than those with some added 
underlying physical handicap. Thus, 
mainly as a matter of evasion, the 
pre-employment examination was in- 
augurated often for the purpose of 
screening out all but young, healthy 
and vigorous applicants. Some 
thought by this process to avoid what 
seemed to them the more expensive 
procedures of cleaning house, pro- 
viding safe working places, and safe 
industrial processes. During periods 
when available labor was plentiful 
this scheme was often tried. As a re- 
sult, many a valuable worker was re- 
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Thorough examination fortifies the doctor with information essential to the proper 
placement of workman 


jected ofttimes simply because he had 
passed a certain arbitrarily set age 
limit. Labor Unions frowned on the 
procedure, and workmen came to 
view it with discouragement, fear and 
suspicion. Thus a measure which 
has unlimited possibilities for good, 
was often distorted from its proper 
function. 


When the War ends—may God 
speed the day, this country will be 
confronted with the problem of fur- 
nishing employment to everyone. 
This must be accomplished if we are 
to continue as a growing and prosper- 
ous nation. I believe I perceive a 
strong resolution in all quarters, that 
every effort and every device must be 
utilized that will further this end. 
To me this demands the concept of 
an economy of plenty, and not an 
economy of scarcity. Men must be 
paid to produce, and not rewarded 
for refraining therefrom. Little pigs 
should not be killed, nor growing 
crops plowed under. Thousands of 
our returning soldiers will present 
themselves for jobs. Some will not 


be the strong, healthy, young men 
who ‘went from our parts to defend 
this country; but prematurely aged, 
and physically impaired. The totally 
disabled we must care for—totally. 
But I do not believe the partially dis- 
abled men and women will want, nor 
will they be content with charity. 
They will need and demand an op- 
portunity to be self-sustaining. Seri- 
ous consideration is therefore re- 
quired—now, as to how this can be 
accomplished. Nor should the mea- 
sures be confined solely to the re- 
turned serviceman or woman. The 
plan must furnish the means for em- 
ployment of all, whose impairments 
do not prohibit useful and gainful 
work. 


Already there are drifting back 
from the battlefronts, men impaired 
by the rigors and hardships they" have 
undergone, and already we have heard 
grumblings over the fact that upon 
applying for jobs they have been 
turned away with the statement that 
they cannot be used—that only the 
well and strong can be employed. 
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These men when they departed— 
lusty and strong, were patted on the 
back—praised for their sacrifice— 
wished a speedy return, and promised 
—‘“when you return, your old job, 
or a better one will be waiting.” Bit- 
terly many a veteran of the last war 
remembers the same statements—sar- 
donically he smiles when he recalls 
the cheering throngs and the bales of 
confetti showered upon his return, 
and bitterly he remembers his weary 
search for work after the shouting 
had subsided. He remembers the 
mess that was dished up by the Peace 
Conference and wonders cynically if 
history is now about to repeat itself. 
The new Peace Conference must not 
repeat the mistakes of the old, and 
business must not repeat its former 
errors. 


More recently, forced by the War’s 
unprecedented demand for workers, 
the value of the pre-placement exam- 
ination has been brought sharply into 
focus, as a means whereby, practical- 
ly every applicant can be given use- 
ful work, according to his capabili- 
ties and with due regard to his physi- 
cal limitations. Employers who have 
adapted persons with handicaps to 
jobs, or revamped jobs to fit the par- 
tially disabled, will testify that these 
workers are efficient, careful, indus- 
trious, loyal, and are not more prone 
to absenteeism than their more fortu- 
nate co-workers. Properly placed 
they produce and earn the prevailing 
wage. They do not ask or need spe- 
cial favors or preference—only a job 
and a safe one. 

Large businesses and plants with 
adequate medical staffs are already 
learning the value of the pre-place- 
ment examination, and are using it 
to advantage. To accomplish the 
overall aims which I have tried to 
enunciate, we must sell the little fel- 
low, the small manufacturer, the em- 
ployer of few men. He must be made 
to understand that his costs won't 
rise, that he can do his part to his 
own advantage, to the benefit of the 
disabled veteran, and to the commun- 
ity in which he operates. But the 
timid evader in some places still pur- 
sues his devious way. Falsely he 
states that his insurance company 
urges the rejection of the partially 
disabled, and that insurance rates will 
be raised if he attempts to employ 
them. Nothing could be further from 
the truth. Workmen’s Compensa- 
tion rates are based on the experience 
of the class of business engaged in, 
and modified in most cases by the in- 
dividual plant or business experience. 
If the employment of handicapped 
persons resulted in more losses than 
normal, then there would be an in- 
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crease in the rate. However, there is 
no indication that total losses are in- 
creased when the physically handi- 
capped are fitted into proper jobs. 

My plea then is for the medically 
crippled. He can best be served by 
permitting him to be self sustaining 

-and my thesis is based on the fact, 
that, properly placed and supervised, 
the crippled individual can do just as 
good work, and just as valuable work, 
as his brother who is whole. Also 
that contrary to previous views, the 
cripple need not be either a liability 
to himself, his fellow worker, or his 
employer. 

The problem in a nutshell with two 
halves, is— 

1. To provide employment. 

Zz. £0 properly place the applicant. 

The first I leave to the industrial- 
ist, the business man and the econo- 
mist, fervently hoping they can ac- 
complish it with a minimum of gov- 
crnmental intervention, except in the 
cxercise of its proper function of pro- 
viding equal opportunity, the abolish- 
ment of improper practices, and the 
assurance of a square deal for every- 
cne. 

The second half of the problem re- 
quires for its proper solution, the par- 
ticipation and co-operation of three 
agencies : 

1. The Industrial Physician. 

2. The Job Analyst. 

3. The Placement Officer. 

The functions of the Job Analyst 
and Placement Officer, could, if de- 
sired, be combined in one individual 
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chosen from the plant managerial 
staff. 


Job analysis consists in the study 
and listing of the physical and en- 
vironmental demands of jobs, includ- 
ing time, speed and skill require- 
ments, together with such exposures 
and hazards as may exist. 

Several codes for matching indi- 
vidual capacity with specific job re- 
quirements have been devised. A 
simple code form is readily under- 
stood, easier to execute and is there- 
fore preferable to elaborate, detailed 
and complicated forms. Drs. Harvey 
and Banta of the U. S. Employment 
Service have suggested such a simple 
form. 

The Industrial Physician, using the 
Physical Analysis form, furnishes in- 
formation regarding the physical en- 
vironmental capacities of the appli- 
cant. The terms used are identical 
with those of the job analyst. Each 
item bears the same number, and ap- 
pears in the same order on each form. 
Space is provided for elaboration of 
checked items, and the defects found 
are checked as remedial or perma- 
nent and also to indicate whether con- 
stant aid of a medical or mechanical 
nature is required. The reverse of 
the form is used to record progress 
of the case in the periodic check-up. 
This information must be kept con- 
fidential, and used only for placement 
purposes. It is furnished only to the 
placement officer. It is not a report 


of the medical history of the appli- 
(Continued on page 24) 





The efficient workman is the one whose physical condition is frequently checked 
medical examination 











10—August, 1944 


of 


by 


: 
a 


Inland Marine and Aviation Insurance 


W. H. RODDA 


JouRNAL oF AMERICAN INSURANCE 


NEAL TTR 


FULL COVERAGE 


Devoted to Underwriting and Technical Problems 





. 
qd 


= 
= 
° 
= 
= 


a 0000 


UNDERWRITE THE PILOT 


[RPLANE crashes — resulting 
from the pilot’s carelessness or 
bad judgment are much more 

frequent than those which are caused 
by mechanical failure of the plane. 
Even when motor stoppage or some 
other mechanical defect is the imme- 
diate cause of the accident, it is fre- 
quently found that the pilot failed to 
make a proper check before taking 
off. 

It is customary for insurance com- 
panies to make periodic inspections 
of insured airplanes. It would be 
much more effective if they would 
also make inspections of the pilots 
who operate the planes. What are 
the things which an insurance com- 
pany should know about the pilot ? 

The obvious thing to make inquiry 
about is the pilot’s knowledge of avi- 
ation and his flying history. The 
company needs to know where he 
iearned to fly and when his first cer- 
tificate was received. It is equally 
important to determine his total num- 
ber of flying hours and how many of 
them have been flown during the two 
or three months immediately preced- 
ing the application for insurance. In 
other words, just how much flying 
does this man do and is it sufficiently 
regular for him to be thoroughly 
competent at it. 

Many accidents have occurred be- 
cause of the mistaken idea that ability 
to fly one plane makes a person com- 
petent to fly any plane. In this re- 
spect, flying an airplane is very dif- 
ferent from driving an automobile. 
‘\ person who can drive one popular 
make of private automobile can take 
over the controls of almost any other 
private car and drive it safely with 
little or no instruction. The pilot 
who tries this with different makes 
of airplanes will find himself in seri- 
ous trouble. Stall and spin character- 
istics of various planes differ and it 
is necessary for a pilot to receive sev- 
eral hours of additional instruction 
when he changes from one type of 
plane to another. It is essential, 
therefore, for the insurance company 


to: know whether the pilot is a com- 
petent flyer in the particular type and 
make of airplane which is insured. 

A necessary part of the pilot’s fly- 
ing history is complete knowledge re- 
garding any suspensions or revoca- 
tions of his pilot’s license. The Civil 
Aeronautics Board suspends and _ re- 
vokes pilots’ licenses for violation of 
the Civil Air Regulations. Frequent 
causes for such action are the carry- 
ing of passengers on a student certifi- 
cate, unauthorized acrobatic maneuv- 
ers, flying too low for his own safety 
and that of people on the ground, 
and flying in instrument weather 
without holding an instrument rating. 
These are all actions which are ob- 
viously unsafe and a pilot who in- 
dulges in them does not have the 
proper attitude to be a desirable in- 
sured. The insurance company is 
wise to make inquiries regarding any 
accidents which the ‘pilot may have 
had in the past. Particular inquiries 
should be made into the cause of ac- 
cidents to see whether they indicate 
careless flying or any other inherent 
characteristic of the pilot ;.or whether 
they were the result of inexperience. 
Inquiry at the airport patronized by 
a flyer will frequently produce infor- 
mation regarding a pilot’s reputation 
among his fellow flyers. He may be 
regarded as a showoff and a stunt 
man, or he may be described as a 
conservative flyer who takes all of 
the necessary precautions. 

Inquiry regarding a pilot’s reputa- 
tion and personality must not stop at 
the airport. There are certain per- 
sonal characteristics which may be re- 
vealed more clearly by an inquiry in- 
to his personal, business and home 
background. A person’s automobile 
driving record will give an indication 
as to whether he has.the ability to be 
a safe pilot. Certainly an individual 
who has the reputation for fast and 
flashy driving in an automobile is 
likely to handle an airplane in the 
same manner. Habits of excessive 
drinking, late night parties and other 
indulgences may be uncovered by 
looking into the pilot’s neighborhood 


reputation at home. No insurance 
company wants to insure a plane pi- 
loted by a man who is likely to go out 
to the air field with a hangover. 
Pilots are required to have medical 
examinations, and major physical de- 
fects are expected to be revealed in 
this way. There is always the possi- 
bility of a pilot getting away with 
some defect in a physical examination 
and the insurance inspector should 
be on the lookout for unrevealed 
physical handicaps. Conditions of 
the eyes and heart are most likely to 
cause difficulty in handling an air- 
plane. An important factor in safe 
flying is emotional stability. Many 
accidents are caused by “over-con- 
trol”. By this, the aviation industry 
means the tendency for a pilot to 
push the controls too far when a 
movement of the plane is desired. 
This over-control can result in a dan- 
gerous spin under certain conditions. 


It is important for insurance com- 
panies handling aviation insurance to 
examine the pilot’s flying history and 
personal background with extreme 
care during these early years of avia- 
tion underwriting. Don’t let any av- 
iation enthusiast tell you that flying 
is an easy thing to learn. Flying is 
a new art and involves many reac- 
tions which are entirely new and not 
common to any previous experience. 
Some of these appear at first to be 
absolutely contrary to the natural 
thing to do. It is necessary to co- 
ordinate three controls and it is not 
true that anyone who can drive an 
automobile can pilot a plane. A total 
of about thirty-five hours of instruc- 
tion, including eighteen hours of dual 
instruction, is necessary before a pri- 
vate pilot certificate can be secured. 
Compare this with the number of 
hours instruction taken before you 
were able to secure an automobile 
driver’s license. There will be sim- 


plified controls on many of the planes 
which are planned for post-war sale, 
and the art of flying will become easi- 
er and safer; but personal underwrit- 
ing of the pilot will continue to be 
of major importance. 
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INSURANCE NEWS DIGEST-- FIRE AND CASUALTY 


Covering Period From July 1, 1944 Through July 31, 1944 








271, U. S. CHAMBER OF COMMERCE. The appointment of 
Charles M. Isaac, formerly assistant to the presi- 
dent of the American Retail Federation and one-time 
president and executive manager of the Canton, Ohio 
Retail Merchants Board, to head the Domestic Dis- 
tribution Department of the Chamber of Commerce of 
the United States has been announced by Ralph Brad- 
ford, general manager of that organization. Mr. 
Isaac is the holder of the 1942 John N. Van der Vries 
award given annually to the member of the Alumni 
Association of the National Institute of Commer- 
cial and Trade Association Executives for having 
performed the most outstanding work in his field and 
a Similar award for the same year from the American 
Trade Association Executives. 


272, CALIFORNIA INSURANCE DEPARTMENT. Harold B. 
Haas, who has been assistant insurance commissioner 
of California since October 1938, has been appointed 
Deputy Attorney General of that State. It is re- 
ported that because of his years of insurance back- 
ground he will be charged with matters relating to 
the business of insurance, thus acting as the legal 
adviser of Insurance Commissioner Maynard Garrison. 


273. MUTUAL AGENTS ELECT. J. B. Musselwhite, Baton 
Rouge, has been elected president of. the Louisiana 
Association of Mutual Insurance Agents, with Rich- 
ard Troy Monroe as vice president; William Coleman, 
Lake Charles, second vice president, and P. J. Lea- 
man, New Orleans, secretary-treasurer. 


274, ECKER RETURNS. Announcement has been made that 
Frederick W. Ecker, who in January 1942 resigned as 
vice president and director of the Metropolitan Life 
Insurance Company to devote his full time to the job 
of special assistant to Lehd Lease Administrator 
E. R. Stettinius, has been re-elected a director 
and made financial vice president of the Metropoli- 
tan. President Leroy A. Lincoln of the Metropoli- 
tan also announces that the title of Charles D. 
Taylor, Jr., has been changed from vice president 
to executive vice president. Mr. Taylor is one of 
the better known life insurance executives with a 
countrywide acquaintanceship. 


275, KENTUCKY WORKMEN'S COMPENSATION. Governor Sim 
Willis of Kentucky has announced the appointment 
of State Representative Claude L. Hammons of Cor- 
bin, and C. B. Latimer, an attorney of Glascoe to 
membership on the Kentucky Workmen's Compensation 
Board replacing former Governor W. J. Fields and 
former State Senator Charles G. Franklin, both Den- 
ocrats. As senior member of the reorganized board 
E. Poe Harris, attorney of Ashland becomes chairman. 


276, POST EXCHANGE INSURANCE. Except for the First, 
Fourth and Fifth Commands, the Army Exchange Con- 
prehensive Insurance Plan has been put into effect 
for all of the ten Army Command Post Exchanges and 
it is expected that within the next month company 
members of the Association of Casualty and Surety 
Executives and American Mutual Alliance will be in- 
vited to submit bids for the three excepted Conm- 
mands. The Second Command Post Exchanges in New 
York, New Jersey and Delaware are insured in the 
North America; the Third Command, which includes 
Maryland, Pennsylvania and Virginia, is insured in 
Home and Employers Mutual Liability; the Sixth Com- 
mand, which covers Illinois, Wisconsin and Michi- 
gan, is carried by the St. Paul Group, which also 
insures the Seventh Command, covering Missouri, 
Kansas, Wyoming, North and South Dakota, Iowa, Ne- 
braska, Minnesota and Colorado, and the Eighth and 
Ninth Commands covering a number of Western States. 
The Exchanges of the Military District of the Na- 
tional Capital are insured by Travelers. 


277. MISSISSIPPI INSURANCE COMMISSION. N. G. Allen, 
an agent at Laurel and C. H. Calhoun, a business man 
at Granada have been appointed to membership on the 
Mississippi State Insurance Commission. These, with 
W. T. Wynn of Greenville who has been reappointed, 
constitutes the Board of three members which super- 
vise fire insurance rates in Mississippi. 


278, ACCIDENT PREVENTION CAMPAIGN. The 20th annual 
state-wide Accident Prevention Campaign sponsored 
by Associated Industries of New York State will open 
on October 1 and continue to December 30, 1944. The 
principal feature of the campaign will be a contest 
open to all manufacturing plants within the State of 
New York. Details will be in the hands of a general 
supervisory committee headed by Frank E. Redmond, 
Associated Industries, chairman; H. W. Gabor, State 
Insurance Fund; Julien H. Harvey, National Conser- 
vation Bureau; John W. Newton, Eastman Kodak Com- 
pany, representing the Self-Insurers' Association, 
and R. F. Gilmour, Utica Mutual Insurance Company. 


279. MUTUAL ASSOCIATION. H. B. Lamy, Jr. has been 
appointed general manager of the Association of New 
York State Mutual Casualty Companies, which was 
formed in 1942 as a clearing house for problems af- 
fecting the New York domestic mutual casualty com- 
panies. Mr. Lamy has a background of some 40 years 
in the insurance business and was formerly vice 
president of the Pacific Fire, the Bankers and Ship- 
pers and the Jersey Insurance Company. For some 
years he was with the Crumb and Forster group, leav- 
ing that organization in 1915 to become assistant 
secretary of the Pacific Fire. He is a former pres- 
ident of the well-known Drug and Chemical Club of 
New York and with his appointment the Mutual Associ- 
ation of New York is expected to increase its ac- 
tivity in matters relating to the interest of its 
member companies. 


280. NAMED FINANCE HEAD. James S. Kemper, presi- 
dent, Lumbermens Mutual Casualty Company and for- 
mer president of the Chamber of Commerce of the 
United States, has been appointed chairman of the 
National Republican Finance Committee and will de- 
vote his entire time to the work of that organization 
during the period of the presidential campaign. 


281, INSURANCE COMMISSIONERS. It is announced that 
the Federal Legislation Committee of the National 
Association of Insurance Commissioners, which in- 
cludes Commissioner J. Herbert Graves, Arkansas, 
chairman; Commissioner Edward L. Scheufler of Mis- 
souri, and Superintendent Robert E. Dineen, New 
York is expected to be ready by August 1 to begin 
consultations with various committees of the in- 
surance industry with a view to finding a solution 
of the problems of state regulation resulting from 
the recent decisions of the United States Supreme 
Court in the Polish National Alliance and S.E.U.A. 
cases. A number of the national insurance organ- 
izations have named committees to confer with the 
Commissioners’ Committee. 


282, SCHOOL PROPERTY INSURANCE. St. Paul, Minnesota 
city officials and insurance men have reached an 
agreement on the division of $8,500,000 public 
school coverage for the coming three-year period, 
stock companies getting 83% and mutuals 17%. Of the 
stock company proportion 60% will be written in the 
St. Paul Fire and Marine and 20% in the General of 
Seattle. 


283, STOP LOSS IN MASSACHUSETTS. The Supreme Judi- 
cial Court of Massachusetts in the case of Friend 
Bros. v. Seaboard Surety Company has held that stop 
loss insurance policies are valid and may be prop- 
erly issued in Massachusetts. This decision has 
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the effect of overruling Commissioner Harrington of 
Massachusetts who recently ruled that the issuance 
of stop loss policies in that state was not per- 
missible. 


284, JUNE FIRE LOSSES. The National Board of Fire 
Underwriters report that June fire losses in the 
United States were $30,555,000 or 14% more than for 
June 1943 and 7% less than the losses in May of this 
year. Estimates are based on incurred losses under 
fire policies reported by member companies plus an 
allowance for uninsured and unreported losses. 


285, AUTOMOBILE COVERAGE BROADENED. Effective July 
17 automobile owners will receive broader protec- 
tion under their automobile liability insurance 
policies in line with an announcement by the Nation- 
al Bureau of Casualty and Surety Underwriters and 
American Mutual Alliance. The additional coverage 
for which there will be no extra premium charge in- 
cludes bail bond expense for every risk insured for 
bodily injury liability, the extension of the "drive 
other cars" coverage to apply to automobiles of any 
type including automobiles of the truck or commer- 
cial type and the extension of the medical payments 
coverage to apply to private passenger automobiles 
not owned by the named insured or spouse or members 
of their family for the payment of expenses up to 
the amount of medical coverage purchased on account 
of (1) injuries sustained by any occupant of such 
automobile resulting from the operation by the named 
insured or spouse or by private chauffeur or domes- 
tic servant of either, (2) injuries sustained by 
the named insured and spouse while an occupant of 
such automobile and (3) injuries sustained by any 
other occupant of such automobile if such injury 
results from an act by the named insured or spouse 
while an occupant of such automobile. 


286. RATE REGULATION. Paul J. Molnar, a lawyer of 
New York and for the past 18 years connected with 
the rating bureau of the New York Insurance Depart- 
ment, has joined the New Jersey Insurance Depart- 
ment of Banking and Insurance as assistant chief 
rater in charge of casualty rates. The appointment 
of Mr. Molnar is another step taken by the New Jersey 
Insurance Department to implement the recently en- 
acted casualty rating law of that state. 


287, SAFETY STANDARDS. The American Standards As- 
sociation has been requested by the War Department 
to develop a safety color code as a guard against 
accident hazards in industry. The proposal is to 
standardize colored markings on physical hazards 
to serve as a warning of danger to employees in much 
the same manner as color is used in traffic lights on 
both highways and railways. It is not suggested 
that color markings be substituted for adequate 
guards and other safety measures but merely as a 
supplement to such devices. 


288, INSURANCE MAN HONORED. H. H. Loomis, repre- 
sentative of the Lumbermens Mutual Casualty Con- 
pany and National Retailers Mutual Insurance Com- 
pany in Jeffersonville, Indiana was recently 
elected vice president of the International Opti- 
mists Organization at a convention held in St. Louis 
and was presented with a diamond studded pin and life 
membership in the organization. Loomis has been an 
active member and supporter of the Optimist Club 
organization for a number of years and is nationally 
known for his work in that organization. 


289. SIGNING FEE COMMERCE BURDEN. A recent decision 
handed down by the Federal Court at Boise, Idaho in 
the case of Eugene H. Ware v. Travelers Ins. Co. it 
was held that the countersignature law of Idaho is 
"repugnant to the fourteenth amendment to the con- 
stitution and also an unconstitutional restriction 
on interstate commerce." The suit was an action on 
the part of Ware to recover from Travelers some 
$90,000 in countersigning commissions on policies 
written on the Federal Naval Station at Farragut. 
The court sustained Travelers upon its motion to 
dismiss. This is one of the first actions of this 
character to develop since the recent Supreme Court 
decision holding insurance to be commerce and the 
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court's reference to "restriction on interstate 
commerce" undoubtedly referred to that decision. 


290, TAXES UP. The Indiana State Insurance Depart- 
ment reports that for the year ending June 30, 
$3,114,533.62 in fees and taxes were collected to 
set a new record. This total includes $2,847,263 
on taxes on net premiums, $117,897 as fire marshal 
taxes and $149,383 in fees for agents' licenses and 
certificates. 


291, CALIFORNIA INSURANCE DEPARTMENT. Following 
the recent resignation of Harold B. Haas, assistant 
insurance commissioner of California to accept the 
position of Deputy Attorney General of that state, 
J. R. Maloney has been appointed principal Insur- 
ance Examiner of the Department. Maloney joined 
the Department of Insurance thirteen years ago as a 
clerk in the license bureau, later being transferred 
to the analysis bureau being its first employee. 
According to Insurance Commissioner Maynard Garri- 
son no immediate appointment to fill the place made 
vacant by Mr. Maloney's promotion will be made and 
he will continue to supervise his former work and 
delegate his duties to various staff members. 


292, OZLIN DIES. Thomas W. Ozlin, a member of the 
Virginia State Corporation Commission which body 
has jurisdiction in insurance matters in that state, 
died July 17 following a lengthy illness. Mr. 
Ozlin, a former speaker of the Virginia House of 
Delegates, has been a member of the Commission for 
eleven years and was well and favorably known by 
insurance officials transacting business in Vir- 
ginia. 


293, INSURANCE MAN NAMED. Paul E. Fitzpatrick of 
Buffalo, senior member of the insurance firm of 
Fitzpatrick-Danahy, Inc., and also a member of the 
State Insurance Fund Commission has been selected 
chairman of the New York State Democratic Ccmmittee 
to succeed James A. Farley. 


294, EFFICIENCY METHODS. The Michigan Insurance 
Department announces that hereafter the 60,000 li- 
censes issued annually to insurance agents of that 
state will be handled on machines instead of by the 
present manual methods at an annual saving of more 
than $1,000. Robert S. Ford, director of the De- 
partment of Business Administration of Michigan 
states that the new method will relieve 800 insur- 
ance companies of the task of preparing license 
requisitions for their agents and lighten the work 
of the Insurance Department. 


295, LIFE PRESIDENTS REORGANIZE. The Association 
of Life Insurance Presidents at a special meeting 
held in New York July 21 adopted a revised consti- 
tution changing the name of the organization to the 
"Life Insurance Association of America" and expand- 
ing materially its administrative setup. The 
changes are the result of recommendations of a com- 
mittee on extending the Association's activities 
headed by George W. Smith, president of the New Eng- 
land Mutual Life Insurance Company. The new con- 
stitution will become effective at an organization 
meeting called for August ll. 


296, RATE REGULATION. It is reported that Insurance 
Commissioner Charles R. Fischer of Iowa may ask the 
next legislature to enact a law giving the Depart- 
ment the power of regulation of fire insurance 
rates. Iowa had such a law about 30 years ago but 
it was repealed some two years following its enact- 
ment, since which the Department has had no author- 
ity over fire insurance rates. 


297. LOWER RATES ASKED. City Commissioner, Charles 
A. Baumhauer of Mobile, Alabama announces that he 
will at an early date present to the Board of Fire 
Underwriters a request for lower fire insurance 
rates on Mobile property. The general reduction of 
rates in southeastern territory effective last Sun- 
mer did not apply in the City of Mobile, the under- 
writers claiming that fire protection facilities 
in that city did not warrant a reduction. Baumhauer 
claims that the recent completion of new mains, con- 
nection of laterals and establishment of proper 
pressures now entitles Mobile to a rate reduction. 








_— a as? es) ee ee ee a” Tee oe 


Dn Fan «+ SO re. 


OUNWRQeaAHD TZ WH @aoMecdc Penner wom Hes 


h 








JOURNAL OF AMERICAN INSURANCE 


298. POLICIES RENEWED GRATIS. C. 0. Pauley, secre- 
tary of Great Northern Life Insurance Company and 
chairman of the Central Governing Committee of the 
Civilian War Injury Policy Pool has announced that 
in view of the remote possibility of any attack on 
this country in the next twelve months, all civilian 
war injury policies on and after August 1, 1944 will 
be renewed for one year without the payment of any 
additional premium. The 56 companies forming the 
reinsurance pool have combined assets of more than 
$750,000,000. The policy provides protection 
against death or injury resulting from war in the 
Same manner as war damage insurance affords the pub- 
lic protection against loss of property. 


299, VIRGINIA CORPORATION COMMISSION. State Senator 
Robert 0. Norris, Jr., Lancaster County, Virginia 
has been unanimously endorsed by the Northern Neck 
Bar Association for appointment to the Virginia 
State Corporation Commission to fill the vacancy 
caused by the death of Thomas W. Ozlin. Appoint- 
ment is at the disposition of the General Assembly. 


300. COMPANY NOT LIABLE. The appellate term of the 
New York Supreme Court, second department, in the 
case of Schoenberger v. Barton Garage, Inc., has 
reversed the Trial Court on a point of law and held 
that a garage keeper is not liable for the loss of 
articles in cars. The case grew out of the loss of 
$450 worth of plumbers tools from Schoenberger's 
car after it had been stolen from the garage. 


301. C. W. HOBBS DIES. Clarence W. Hobbs, special 
representative of the National Association of In- 
surance Commissioners with the National Council on 
Compensation Insurance, died July 20 after a long 
illness. Mr. Hobbs was born October 1, 1878. He 
received his education at the public schools of 
Lynn and Worcester, Massachusetts and was graduated 
from Harvard University with the degree of A.B. in 
1902 and from Harvard Law School with the degree of 
L.L.B. in 1904. He practiced law in Massachusetts 
until 1918 and was admitted to the New York Bar in 
1925. He became Insurance Commissioner for the 
State of Massachusetts in-1919 serving in that ca- 
pacity until 1923 when he became connected with the 
National Council on Compensation Insurance repre- 
senting the Insurance Commissioners' convention. 
Burial was at Worcester, Massachusetts. 


202, INSURANCE PLANK REFUSED. Honorable James M. 
McCormack, Insurance Commissioner of Tennessee with 
Honorable J. Edwin Larson, State Treasurer and In- 
surance Commissioner of Florida, appeared before 
the platform committee of the National Democratic 
Convention and urged the adoption of a plank on in- 
surance to read "We favor strict and exclusive 
supervision of all forms of the insurance business 
by the several states for the protection of policy- 
holders and the public." Presentation was made by 
Commissioner McCormack, who stated that while he 
was vice president of the National Association of 
Insurance Commissioners he was appearing only as a 
state official, calling attention to the fact that 
the Democratic Convention of 1940 had adopted a 
plank on insurance favoring the strict supervision 
of all forms of that business by the several states. 
In part, Commissioner McCormack said: "Since that 
date the Supreme Court of the United States has held 
that insurance is interstate commerce and subject 
to all federal laws governing that subject. In view 
of the wide and intense interest of the insuring 
public, which I find to be really perturbed because 
of the danger of losing the local control of the 
business as now provided by the laws of the several 
states, I propose a reaffirmation of the same doc- 
trine with the addition of only two words to keep this 
supervision exclusively with the states. There are 
more insurance policyholders in the United States 
than there are voters and in their interest and to 
quiet their fears it behooves us to tell them the 
position of our party on this vital question in no 
uncertain language." However, the Democratic plat- 
form contained no plank on insurance of any char- 
acter and it was generally reported that the failure 
of the platform committee to recommend the inclusion 
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of such a plank resulted from opposition on the part 
of United States Senator J. C. O'Mahoney of Wyoming. 


303. APPOINTED COMMISSIONER. Governor M. Q. Sharpe 
of South Dakota has appointed W. A. Mueller, chief 
examiner of the Insurance Department of that state 
as. Commissioner of Insurance to succeed the late 
George Burt. Formerly cashier of the Farmers State 
Bank of Turton, South Dakota, a post he held for 
sixteen years, Mueller joined the Insurance Depart- 
ment as chief examiner in 1940. He is a former town 
board chairman of Turton and was school treasurer 
for eighteen years. No successor to Mr. Mueller as 
chief examiner has yet been named. 


304, MICHIGAN MOTOR LAW. Justice George Bushnell of 
the Michigan Supreme Court on July 19 reinstated the 
injunction preventing enforcement of the 1943 
amendments to the Automobile Financial Responsibil- 
ity law of that state. The reinstatement is tem- 
porary pending a possible rehearing after the court 
reconvenes in September. The case rose out of a 
suit instituted in Wayne County by Edward N. Barn- 
ard, a prominent lawyer, on behalf of the several 
clients shortly before the amendments were to have 
become effective June 30. The case dragged for some 
time, the Wayne County Court finally holding the law 
valid and dissolving the temporary restraining or- 
der. The judgment was affirmed by the Supreme Court 
shortly before it adjourned for the Summer and the 
action of Justice Bushnell came during.recess. It 
is generally believed that Barnard will carry the 
case to the United States Supreme Court unless the 
Michigan Tribunal grants a rehearing and reverses 
its decision. 


305, M. D. L. RHODES DIES. Martin D. L. Rhodes, 
President of the Northwestern Mutual Fire Associ- 
ation and Northwest Casualty Company, succumbed to 
a heart attack in Seattle, Washington on July 20, 
according to word received from that city. He had 
been associated with the Northwestern for 42 years, 
and for the past 15 years had served as President 
of both companies. Mr. Rhodes was born on August 
15, 1867 in Fredericktown, Missouri, but as a child 
moved with his family to Oregon. He was educated 
in the public schools of McMinnville, Oregon and 
later attended Linfield College of that city where 
he received his Bachelor of Laws degree. He was 
admitted to practice law before the Supreme Court 
ef Oregon in 1895, and practiced in McMinnville from 
1895 to 1901. In 1901 he became associated with 
F. J. Martin in the Northwestern Mutual Fire Associ- 
ation in Seattle. In 1904 he returned to McMinn- 
ville to become Secretary of the Oregon Fire Relief 
Association (now Oregon Mutual Fire Insurance Com- 
pany) but resigned this position one year later to 
return to and accept ther Vice Presidency of the 
Northwestern. In 1912 he became Secretary of the 
Company and in 1929, upon the death of F. J. Martin, 
was elected President of the Association. Mr. 
Rhodes was for many years a member of the Board of 
Directors of the Federation of Mutual Fire Insur- 
ance Companies and the National Asseciation of Mu- 
tual Insurance Companies. He was a member of Union 
Lodge No. 43, A. F. & A. M., McMinnville, Oregon; 
McMinnville Camp No. 128, Woodmen of the World; 
Seattle, Washington State, and American Bar Associ- 
ations; Seattle Chamber of Commerce; Rainier Club 
of Seattle; Rotary Club of Seattle; Washington Ath- 
letic Club of Seattle; and Washington State Press 
Club. He was widely known in the field of insurance 
to which his contributions have been constructive 
and enduring. A man of engaging personality and 
gracious demeanor, his passing will be felt keenly 
by a multitude of friends and business associates. 


306. POSTWAR TRAFFIC SAFETY. Forty national organ- 
izations, including American Mutual Alliance, have 
jointly released a comprehensive action program for 
postwar highway safety calling for immediate action 
in every community and state to prepare in advance 
to meet the complex problems that will arise when 
restrictions on travel are lifted. The program 
which was drafted by a special committee headed by 
Kenneth B. Colman, prominent Seattle, Washington 
businessman, was published by the National Safety 
Council. 











14—August, 1944 


JouRNAL oF AMERICAN INSURANCE 


The Nurse’s Influence in the Plant Safety Program 


By ARTHUR S. JOHNSON 


Assistant Vice Presipent, AMERICAN MUTUAL 
LiaBILity INSURANCE COMPANY 


HE title of this paper suggests 

that the nurse may exert a fa- 

vorable influence upon plant 
safety. In some plants she surely has 
done just that. In others she has not 
been so successful. Let us evaluate 
that influence. 


There is a large cotton mill in 
which over the course of a number 
of years of continuous operation 14,- 
000,000 man hours were worked 
without a single lost time accident. 
That’s a tremendously long period in 
any industry, even a very big one, to 
control hazards so well that accidents 
caused no injury more serious than 
a first Aid room case. [Everybody in 
the plant, from the general manager 
down had to do his job right all the 
time. The nurse in charge of the 
first aid room in the mill, carrying on 
her duties of providing proper care 
of the minor injuries could have 
made a totally acceptable and suffici- 
ent contribution to that record if she 
had stuck to her bandaging and had 
done nothing more. Actually, she 
must have contributed much more, al- 
though nothing in the way of specific 
and concrete things, for as the long 
period without accidents unfolded 
one year, two years, five years, ten 
years, there grew up a sort of legend 
that the nurse was largely responsi- 
ble for the fine result. She was 
spoken of as having spark-plugged 
their safety program. I know her. I 
think she may well have. She has 
the personality which helps one to be 
persuasive. She has a good balance 
wheel and level head which would 
keep her from trying to mind other 
people’s business. I know that she 
did not try to run the mill, but her 
influence was such that the mill was 
run without accidents and everyone 
felt grateful to her for the result 
which they achieved. 


Telling you that-story illustrates in 
2 perhaps startling way that one nurse 
was able to influence the safety prog- 
ress. You know, however, that in the 
medical profession the reported. cure 
of one patient does not establish a 
doctor’s therapy as a standard prac- 
tice. Therefore, do not anticipate 
that I am going to tell you how that 
nurse did what she did, and offer her 
method as a recommendation for you 
to follow. Let it stand for more than 
a good story, however; there is in- 
Spiration in it. ’ 


Photo by Lambert 





The doctor and the nurse constitute an effective organization for the promotion 
of plant safety 


What is an accident prevention 
program? It is a set of procedures 
designed to solve one large and very 
important plant administrative prob- 
lem. The nurse in her first aid room 
has knowledge which can be used to 
help solve that problem. That state- 
ment leads me to two things: First, 
[ shall tell you a little about plant 
administration, how the accident pre- 
vention program is made to be part 
of the plant administration, and I 
shall surely orient the nurse’s posi- 
tion in the plant administrative group. 
After I’ve done that, let me explore 
briefly some of the things which the 
nurse does in the course of her reg- 
ular professional duties in caring for 
injured employees, things which pro- 
vide knowledge that she can translate 
or help the plant administration 
translate into useful accident preven- 
tion action. 

Every enterprise which involves 
more than one person has organiza- 
tion. That’ means that the duties of 
each person become known at least 
to the person doing them, so that all 
the things that have to be done get 


done and some semblance of orderli- 
ness is maintained. You saw it in 
the hospital where you went to train- 
ing school. You read of it in almost 
every account of the Army and the 
Navy. You see it every day in the 
plant in which you work, although 
you are not conscious of it; it is taken 
for granted. What you do know, and 
are conscious of constantly is this: 
your duties are to run a first aid 
room and administer the care of in- 
juries. Maybe you have other duties 
too, but that is the principal one. You 
have either written orders defining 
your duties, authorities and responsi- 
bilities, or, in the absence of them, 
you operate under the so-called 
“Standing Orders for Nurses in In- 
dustry.” You report to the manager 
or superintendent. I shall not spend 
any time whatever discussing your 
professional duties. I merely want 
to place you in relation to others with 
equally specific duties. The largest 
group of people in the plant work on 
the production of the product which 
the plant manufactures. Each group 
of people who do related jobs are su 
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pervised by the head of their respec- 
tive departments by what is called 
a foreman. He is responsible for the 
operations conducted in his depart- 
ment. Expressed in another way you 
might say that he has in his custody 
some rooms filled with machinery, 
materials in process and people work- 
ing on the materials with the machin- 
ery, and it is his job to get the work 
done. In addition, to see that the ma- 
chinery is maintained in proper op- 
erating condition, to see that the place 
is kept in orderly condition so that 
the work will flow smoothly without 
delay or interruption, to see that he 
has enough labor, that those people 
are properly taught how to do their 
work, and the work laid out for them 
so that each does his proportionate 
share at the right time. And in these 
respects he is working under orders 
not unlike your own, perhaps writ- 
ten, perhaps just generally under- 
stood, but certainly there is under- 
standing between himself and the su- 
perintendent, his boss, who in that 
next higher echelon supervises all the 
foremen to see that each carries out 
his respective duties. When some op- 
eration goes awry, or amiss, What 
happens is called “an accident”. 
Sometimes people get hurt, and if a 
lot of accidents happen and many 
people are injured the foreman can’t 
be looked upon as a very good fore- 
man, can he? And, on the other 
hand, when he maintains his opera- 
tions with such smooth flow, there 
are no interruptions, no accidents, 
and no injuries, he is a superlative 
foreman. Well, as an actual matter 
of fact, there are a great many things 
which the foreman can’t do anything 
about. If some employee is bull- 
headed and just won't do the right 
thing as he is told and gets himself 
hurt, you can’t actually blame the 
foreman. By the same token, if the 
plant management fails to provide 
money to put guards on machinery, 
and somebody gets caught in the ma- 
chine, you can’t really blame the fore- 
man. JI said a little while ago that 
everybody had his job to do, and if 
every job were done just right, from 
the general manager down, there 
wouldn’t be any accidents. Remember 
| told you a story in which that sit- 
uation obtained for 14,000,000 man 
hours, everybody must carry out his 
duties. I emphasize the foreman, 
however, for several reasons: 


First, because his job stands clos- 
est to the people who get injured. He 
is, therefore, in the best position to 
know exactly what the people do, or 
should do. Who else but the fore- 
man can make an injured employee 
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go to the first aid room? His job 
is also important because it is he who 
is carrying out the ideas and the or- 
ders of the management. He knows 
what they want. He holds what is 
spoken of as a “key position”. He 
is the captain of the company. He is 
what is spoken of as “in the line”. 
Everything else that operates in the 
plant is operated to service the line: 
the Personnel Department is operated 
to get new employees; the Payroll 
Office is run to pay the employees. 
The first aid room is run to repair 
the employees. All those services are 
spoken of as staff jobs. Thus, a first 
class accident prevention program 
with safety engineer, safety commit- 
tees, safety rallies, and safety edu- 
cational programs are in fact aids to 
the production line, aids to the fore- 
man. They are designed to help him 
carry out his line duty to prevent ac- 
cidents. 


Safety in the plant, then, is part 
of the plant production scheme of 
things. Every one has his job to do in 
it, but no one, the manager, the safety 
engineer, the employee, the Union 
shop steward, the doctor, or the 
nurse, can be the foreman, maintain 
his equipment for him, keep house 
for him, teach his employees for him, 
push his little red wagon. 
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As we climb the line of responsi- 
bility, the superintendent, the man- 
ager, the president, all have their re- 
spective duties, and each has some 
element of accident prevention activ- 
ity. For example, the declaration 
that safety is a plant operating policy 
is a duty of the head of the concern, 
for safety will not become a plant op- 
erating policy until he does just that. 
There will be no first aid room with 
a nurse to care for injured employ- 
ees, to help reduce the severity of in- 
jury and period of disability, until 
proper administrative action is taken 
to establish and staff the first aid 
unit. Safety departments and _ first 
2id rooms do not just come into being 
spontaneously. They are planned in 
the scheme of things. Thus by that 
very nature of things, the nurse’s po- 
sition is one of assistance to the line, 
and she reports to someone high in the 
line. But she is not the foreman, has 
no authority over him, and she is not 
responsible to her boss for the acts 
of the foreman. So much for plant 
administration. 


Now, let’s see what knowledge the 
nurse will acquire if she is so minded, 
or has beén instructed to acquire, 
during the carrying out of her main 
duties, the first and principal one of 
which is care of injuries. 

(Continued on page 21) 


Jesides 


The expert hands of the plant nurse afford comforting relief without danger 


of subsequent infection 
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Aviation Insurance 


Golden Opportunity or Just Another Nuisance? 
By William H. Rodda, Secretary, Mutual Aircraft Conference, Chicago, Illinois * 


couple of weeks ago I was in 

the home office of one of our 

member companies talking to 
the underwriter who has charge of 
Aviation Insurance when he received 
1 telephone call from an excited agent 
located a couple of hundred miles 
away. The agent said that one of 
his policyholders had just come into 
his office and reported that he had 
purchased one of the surplus planes 
released to the public by 
the Government. The policyholder 
wanted to protect his investment in 
the airplane and also wanted to pro- 
tect himself against whatever liabil- 
ity there might be in connection with 
the operation of the plane. 
The aviation underwriter asked 
the agent what kind of an airplane it 
was, the horsepower, who was to 
pilot the ship, and what kind of cov- 
erage the policyholder wanted. I 
could hear the distressed voice of the 
agent over the telephone as he al- 
most wailed “I don’t know what kind 
of a plane it is and he didn’t tell me 
what kind of coverage he wanted. I 
just thought that you issued a policy 
on an airplane that covers the whole 
thing.”” Here was an insurance agent 
who had been living in an age of air- 
planes for over forty years but he had 
made no effort whatever to find out 
whether airplanes are insured like au- 
tomobiles or like livestock. He did 
not know whether the plane was a 
seaplane or a landplane nor what the 
passenger capacity might be. It was 
like a bombshell to him when one of 
his regular policyholders came in and 
said “I want complete coverage at a 
reasonable cost on an airplane I just 
bought.” 

Let me tell you this, Aviation In- 
surance is going to be one of the most 
important money-makers for the live 
insurance agent during the next few 
years. It is not a type of insurance 
that can be sold by every Tom, Dick, 
and Harry. Specialized knowledge 
is needed because of the peculiarities 
of aviation, and because aviation in- 
surance has inherited many of its 
characteristics from the Marine in- 
surance world, some from the Inland 
Marine coverages and others from 
fire and casualty fields which are 
more familiar to every agent. A 
good agent must know something of 
the characteristics of an airplane and 


recently 


*Address delivered before the New York State 
Association of utual Insurance Agents, Syra- 
cuse, New York, June 12, 1944. 
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The private airplane will be an important post war factor in the social and business life 
of the community 


some of the things that can happen 
to destroy it or result in liability 
claims against the owner or pilot. 
You will note that I said Aviation 
Insurance would be an important 
money-maker for the live insurance 
agent. If you are not willing to make 
some study of the needs of an air- 
craft owner and of the possible 
means of supplying these needs, you 
will not be interested in these re- 
marks. If, on the other hand, you 
are sufficiently interested to make an 
investment which will repay you 
many times over during the next few 
years this message on Aviation In- 
surance is of vital importance to you. 


The first thing that you can do is 
to read. Every newsstand today has 
numerous copies of magazines on 
aviation. It is a wise plan to pick 
up two or three and look them over 
until you find one that gives you the 
information you need about airplanes 
and aviation. The one most valuable 
publication which should be secured 
by everyone interested in aviation is 
the Civil Aeronautics Journal which 
may be secured from the United 
States Government Printing Office 
at a cost of $.50 per year. This is a 
monthly publication giving all of the 
latest authentic and official informa- 
tion regarding aircraft and aviation. 
The Civil Aeronautics Authority 


publishes many other bulletins and 
pamphlets concerning aviation which 
will be of considerable assistance to 
the person who wishes to go into the 
subject somewhat more fully. 


A second method of becoming fa- 
miliar with aviation, and the results 
of neglecting it, are illustrated very 
well by another experience which I 
had during the past couple of months. 
I was inspecting an airport which is 
located about sixty miles from one of 
our larger cities. This airport is in 
the country and is also about two 
miles from a country town of 5,000 
population. The inspection was be- 
ing made at the request of a member 
company who had received an appli- 
cation from an agent of theirs lo- 
cated in the large city sixty miles 
away. 

My inspection revealed that the 
airport operator owned twelve planes 
which were being used for training 
purposes on a rental basis. The en- 
tire insurance premium on the twelve 
planes for Hull coverage, the liabil- 
ity coverage on the planes and for 
the airport operator’s insurance to- 
taled something over $3,000. Now, 
this was a small airport operator, and 
yet his entire insurance premium was 
in excess of $3,000 per year. We 
were interested, and perhaps a bit 
suspicious, to note, that the agent in 
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the large city sold this coverage to 
a man sixty miles away, whereas an 
agent for the same company in the 
town two miles away did not make 
the sale. A careful inquiry indicated 
that the agent in the country town 
had not even visited the airport and 
had made no effort to sell the airport 
operator. Perhaps he assumed that 
because the airport operator origi- 
nally came from the city that he 
would not buy anything in the nearby 
country town. But let us see what 
happened in connection with other 
things which the airport operator 
needed. While I was making the in- 
spection, a fire extinguisher salesman 
who lived in the nearby town came 
to the airport making a cold canvas 
for the sale of fire extinguishers and 
recharging service. He made a sale. 
His initial sale amounted to about 
$10.00 and over a period of years he 
figured that here was an important 
contact that would mean worth while 
business for him. But the insurance 
agent in the adjoining town complete- 
ly neglected an opportunity to make 


a $3,000 sale. 


After you start reading about avia- 
tion the next thing for the wide 
awake agent to do is to get out and 
get acquainted with airport operators 
in the vicinity. There are about 3,000 
airports in the United States today 
and undoubtedly there is one within 
a few miles of the home town of 
everyone of you in this room. You 
cannot sell Aviation Insurance unless 
you go out and get acquainted with 
the airport operators and the men 
who own and pilot the airplanes. Find 
out how many airplanes the airport 
operator has, how good his accom- 
modations are for visiting fliers, find 
out how many airplane owners there 
are in the vicinity. You will soon 
become convinced that here is a tre- 
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The Helicopter promises much to those who look forward to the era 
of post war aviation 


mendous opportunity for the agent 
who is ready to serve this ever grow- 
ing proportion of the public. 
Perhaps you have noticed that so 
far I have said little about the type 
of coverage which is available to 
owners of aircraft. The type of 
coverage is important only if you are 
convinced that there is an opportunity 
for you to sell it. If you carry out 
the program which I have outlined 
so far of reading and study, and 
then contact with people interested 
in aviation, you will realize the op- 
portunity there is before you. The 
study of the coverages available and 
preparation to meet the needs of the 
aviation industry is a natural conse- 
quence for the progressive agent. 
Airplanes are insured in somewhat 
the same manner as automobiles. In- 
surance on the airplane itself is 
known as Hull coverage. Protection 


can be sold against damage by fire, 
windstorm, hail, collision with other 
objects while on the ground, and 
against loss by crash. 


There is also 


With the development of the airplane for private use many will view the countryside 
from new angles 


available an all-risk type of coverage 
both for hazards on the ground and 
for crash hazards resulting from 
flight.. Rates for the ground coverage 
are in the neighborhood of 3% to 4% 
of the value of the plane. Rates for 
crash coverage are in the neighbor- 
hood of 10% to 15% of the value of 
the plane. It can be seen from these 
figures that a premium on even a 
small thousand dollar plane runs into 
important amounts for insurance cov- 
erage. Crash coverage on airplanes 
differs from collision coverage on au- 
tomobiles in that the crash coverage 
is always written in the fire insurance 
company and never in the casualty 
company. 

The casualty insurance companies 
provide protection for the aircraft 
owner or pilot against loss which he 
might sustain as a result of liability 
to the public, liability to passengers 
of his plane, or as a result of prop- 
erty damage done by his plane. The 
property damage feature is important 
not only because the plane might fall 
on property, but because it might 
damage other planes during taxiing 
operations on the ground at an air- 
port. . An interesting difference from 
automobile casualty insurance is the 
fact that liability for injury or loss 
of life to passengers in airplanes is 
always written as a separate item 
from that covering liability to mem- 
bers of the public. Passenger liabil- 
ity insurance is purchased at a cost 
of so much per seat in the plane and 
the premium bears a direct relation- 
ship to the number of passenger seats 
in the plane. Limits of liability in 
connection with Aviation Insurance 
are generally rather high. It is not 
at all infrequent for the owner of a 
small private plane to carry public 
liability limits of $100,000 and $300,- 
000; passenger liability limits of 

(Continued on page 23) 
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ficial Texas Standard Fire Insurance Policy 


A New Form Which Differs Materially from Those Heretofore Used 


HE recently adopted 1944 offi- 
cial Texas Standard Fire Pol- 
icy, the use of which became 
permissible June 1 and will be man- 
datory after September 1, differs ma- 
terially from both the 1918 and 1943 
New York Standard form and in 
consequence has raised many ques- 
tions in the minds of company off- 
cials and agents in that State. In an 
effort to answer these questions the 
staff of American Mutual Alliance 
has prepared a digest of the policy 
provisions, as follows: 
ee @ ® 


Writing the Policy 

An important feature of this new 
policy is the fact that it is an actual 
interest policy. It is advisable there- 
fore to name both husband and wife 
as the insured since Texas is a com- 
munity property state. If an insur- 
ance policy is written in the name of 
one without naming the other, recov- 
ery might be limited to the interest of 
the named party. 

The face of the policy makes pro- 
vision for various combinations of 
coverage on the described property. 
However, there is no provision for 
providing different combinations of 
coverage for different items of prop- 
erty. It is conceivable that an in- 
sured would want different coverage 
on one building than he would want 
on another, or perhaps he would want 
different coverage on contents than 
on the building. In such cases, it will 
he necessary for the policy writer to 
insert a full explanation in the blank 
space in the portion headed “Descrip- 
tion of Property.” 

Extension of Coverage 

Under the definition there are two 
important extensions of coverage. 
The first of these permits the insured 
to apply up to 10% of the amount 
of insurance on a dwelling to other 
outbuildings on the premises of the 
dwelling not specifically insured. It 
is to be noted that when an outbuild- 
ing is specifically insured the exten- 
sion of the dwelling insurance cannot 
be made. 

The insured also has the option of 
applying up to 10% of the insurance 
on household goods to his property 
in outbuildings and elsewhere on the 
premises, and when temporarily re- 
moved to any other location, and may 
also apply up to 10% on the property 
of servants and guests on the de- 
scribed premises. 


stock 

The definition of stock includes a 
provision that unless specifically pro- 
vided, the policy does not cover cus- 
tomers’ goods in “laundry, cleaning, 
or pressing establishments.” This is 
in accordance with general practice, 
but it is worthy of note because it re- 
fers only to laundries, cleaning and 
pressing establishments. It may be 
that customers’ property in the hands 
of other bailees will be interpreted as 
covered under the definition of stock 
by reason of omission from the defi- 
nition. 
Improvement and Betterment 

The definition of furniture, fix- 
tures, and machinery provides that 
where an insured is not the owner of 
the building and improvements and 
hetterments are not specifically in- 
sured, that the insured’s interests in 
improvements and betterments are in- 
cluded in furniture, fixtures and ma- 
chinery. This is not an optional provi- 
sion and it would appear that the val- 
ue of such improvements and better- 
ments would have to be taken into 
account in the application of any co- 
insurance clause. 
Property of Employees 

The definition of contents includes 
the personal property of employees, 
officers or partners where such prop- 
erty is not otherwise insured. Here 
again, this is not an optional provi- 
sion and the value of such property 
would have to be taken into account 
in the application of a coinsurance 
clause. Furthermore, since it is not 
optional, it may be that employees 
could make a claim against the em- 
ployer or the insurance company for 
the value of such property. 
Removal 

Under special conditions, the clause 
providing for coverage of property 
when removed to another location to 
escape a peril insured against pro- 
vides that the policy shall cover ex- 
pense as wel! as damage occasioned 
by removal from the premises. It is 
probable that in the past most insur- 
ance companies would have paid for 
the expense of removal as a part of 
the claim in spite of the fact that the 
policy merely provided for the pro- 
tection of the property while it was 
removed to another location. 
Unearned Premium and 
Reinstatement 

The unearned premium clause pro- 
vides that the policy shall pay the in- 
sured for loss of the pro rata un- 


earned premium on the amount of 
any loss payment. The insurance 
company is given the option of rein- 
stating the policy in the amount of 
the loss by giving written notice with- 
in sixty days. It therefore becomes 
necessary for the company in connec- 
tion with all losses to decide whether 
to make payment of the unearned 
premium for the amount of the loss 
or whether the policy is to be rein- 
stated. It appears that this provision 


will add considerably to the work | 


necessary in connection with a loss. 
Fach claim will have to be handled 
according to the individual circum- 
stances. A company could not well 
reinstate all losses because this might 
lead to over-insurance in cases where 
the destroyed property was not re- 
placed. Perhaps the thing for a com- 
pany to do would be to pay the un- 
‘arned premium and advise the in- 
sured that reinstatement will be made 
upon request and payment of the pre- 
mium. 


Windstorm 

The conditions applying to wind- 
storm are similar to those of previ- 
ous Texas windstorm policies with 
the exception of that concerning 
wind-driven rain. This provision 
reads that the company shall not be 
liable for loss “‘unless caused directly 
by a hurricane, for any loss caused 
by rain, whether driven by wind or 
not, unless the wind or hail shall first 
make an opening in the walls or roof 
of the described building.” The un- 
usual provision is that wind-driven 
rain caused directly by a hurricane is 
en included hazard. The apparent in- 
tention of the drafters of the policy 
is to include coverage for wind-driv- 
en rain as a result of the tropical hur- 
ricanes which are common along the 
Gulf Coast. 
Explosion 

The special conditions relating to 
explosion are worded in such a way 
that the company will, in most cases, 
be liable for damage resulting from 
steam boiler explosion where the 
boiler or similar apparatus is located 
off the premises. 
Aircraft Damage 

It is worthy of note that damage to 
property by a land vehicle operated 
by the insured is not covered, but 
if the insured falls on his own prop- 
erty with an airplane it is covered. 
Rent and Rental Value 

There is no provision in this con- 
dition regarding occupancy of the 
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The great Lone Star state of Texas has always mapped its own course in the field of insurance legislation and practice 


damaged portion of a building. Con- 
sequently, the insurance company 
would be liable for rental value 
whether or not the damaged portion 
ts rented at the time of the loss. This 
provision might result in a moral haz- 
ard in the case of vacant or largely 
vacant buildings. 


Basic Policy Conditions 

The basic policy conditions are 
broadened over those of former pol- 
icies. Many restricting and ambigu- 
ous clauses and phrases have been re- 
moved. There are fewer reasons for 
voidance or suspension of the policy 
and the wording of these conditions 
is mostly self-explanatory. 

It is worthy of note that there is no 
“record warranty clause” in the pol- 
icy and apparently it is not intended 
that such a clause be included in 
forms to be attached to the policy. 

Some of the other points in which 
the policy has been broadened or 
where the restricting clauses have 
been eliminated are the following. 
The old policy provided for forfei- 
ture if foreclosure proceedings were 
Started or if there were a change in 


interest, title or possession. The for- 
feitures are removed from the new 
policy except that there is a suspen- 
sion of coverage following change in 
ownership. 

The provision concerning genera- 
tion of illuminating gas and presence 
of certain hazardous materials such 
as ether, Greek fire and other explo- 
sives has been removed from the new 
policy, except as it might be affected 
by suspension on account of increase 
in hazard. 

The assignment of the policy be- 
fore a loss no longer voids the policy 
Lut a new provision reads: “Assign- 
ment of this policy shall not be valid 
except with the written consent of 
this company.” 


The Fallen Building Clause has 


been eliminated from the new policy 


entirely. 

The old policy contained a provi- 
sion reading: “If any application, 
survey, plan, or description of prop- 
erty be referred to in this policy it 
shall be a part of this contract and 
a warranty by the insured.” This 
clause has been eliminated entirely. 


There are other changes in word- 
ing but most of them are clarifica- 
tions or rearrangements. There do 
not appear to be any other restrict- 
ing clauses except those which have 
been covered in this discussion. 
Lightning 

Lightning is included as a peril in- 
sured against and the basic conditions 
are so worded that electrical damage 
to electrical appliance devices or wirt- 
ing is covered when resulting from 
lightning. 

Vacancy and Unoccupancy 

Vacancy is permitted up to thirty 
consecutive days, but vacancy beyond 
that period suspends the insurance 
unless permission is granted for such 
vacancy. There is no provision re- 
garding unoccupancy and_ therefore 
the premises may remain unoccupied 
without limit of time as long as they 
are not vacant. 

Change of Ownership 

Insurance is suspended following 
a change in ownership of the in- 
sured’s property. This is necessary 
because of the actual interest nature 

(Continued on page 23) 
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INSURANCE 
“INTERSTATE COMMERCE”? 


(Continued from page 7) 


less because the number of insurance 
transactions is great or small. The Con- 
gressional power to regulate does not 
extend to the formation and perform- 
ance of insurance contracts save only as 
the latter may affect communication and 
transportation which are interstate com- 
merce or may otherwise be found by 
Congress to affect transactions of inter- 
state commerce. And even then, such 
effects on the commerce as do not in- 
volve restraint in competition in the 
marketing of goods and services are not 
within the reach of the Sherman Act. 
That such are the controlling principles 
has been fully recognized by this Court 
in the numerous cases which have held 
that the business of insurance is not 
commerce or as such subject to the com- 
merce power. 


“The principles are not peculiar to in- 
surance contracts. They are equally ap- 
plicable to other types of contracts 
which relate to things or events in other 
States than that of their execution, but 
which do not contain any obligation to 
engage in any form of interstate com- 
merce. The parties to them are not en- 
gaged in interstate commerce, for such 
commerce is not necessarily involved in 
or prerequisite to the formation of such 
contracts and they do not in their per- 
formance necessarily involve the doing 
of interstate business. The mere for- 
mation of a contract to sell and deliver 
cotton or coal or crude rubber is not in 
itself an interstate transaction and does 
not involve any act of interstate com- 
merce because cotton, coal and crude 
rubber are subjects of interstate or for- 
eign commerce, or because in fact per- 
formance of the contract may not be 
effected without some precedent or sub- 
sequent movement interstate of the com- 
modities sold, or because there may be 
incidental use of the facilities of inter- 
state commerce or transportation in the 
formation of the contract. . . 

“The conclusion that the business of 

writing insurance is not interstate com- 
merce could not rightly be otherwise un- 
less we were to depart from the univers- 
ally accepted view that the act of mak- 
ing any contract which does not stipu- 
late for the performance of an act or 
transaction of interstate commerce is not 
in itself interstate commerce. And this 
has been held to be true even though 
the contract be effected by exchange of 
communications across State lines, 
a point which need not be considered 
here for the indictment makes no charge 
that the policies written by appellees are 
thus effected, but alleges only that they 
are ‘sold’ by the defendants in certain 
named States. 


“Undoubtedly contracts so entered in- 
to for the sale of commodities which 
move in interstate commerce may be- 
come the implements for restraints in 
marketing those commodities, and when 
so used may for that reason be within 
the Sherman Act, But it is quite 
another matter to say that the contracts 
are themselves interstate commerce or 
that restraints in competition as to their 
terms or conditions are within the Sher- 
man Act, in the absence of a showing 
that the purpose or effect is to restrain 
competition in the marketing of the 
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In this impressive setting are discussed the meaning of legislative pronouncements 


goods or services to which the contracts 
relate. 


“In this respect insurance contracts do 
not in point of law stand on any differ- 
ent footing as regards the Sherman Act. 
If contracts of insurance are in fact made 
the instruments of restraint in the mar- 
keting of goods and services in or affect- 
ing interstate commerce, they are not 
beyond the reach of the Sherman Act 
more than contracts for the sale of com- 
modities—contracts which, not in them- 
selves interstate commerce, may never- 
theless be used as the means of its re- 
straint. But since trade in articles of 
commerce is not the subject matter of 
contracts of insurance, it is evident that 
not only is the writing of insurance pol- 
icies not interstate commerce but there 
is little scope for their use in restrain- 
ing competition in the marketing of 
goods and services in or affecting the 
commerce. 


“The contract of insurance makes no 
stipulation for the sale or delivery of 
commodities in interstate commerce or 
for any other interstate transaction. It 
provides only for the payment of a sum 
of money in the event of the loss insured 
against and it is no necessary conse- 
quence of the alleged restraints on com- 
petition in fixing premiums, that inter- 
state commerce will be restrained. .. . 


“The conclusion seems inescapable 
that the formation of insurance con- 
tracts, like many others, and the busi- 
ness of so doing, is not, without more, 
commerce within the protection of the 
commerce clause of the Constitution and 
thereby, in large measure, excluded from 
State control and regulation.” 


The arguments of the Government 
in the District Court and before the 
Supreme Court attributed the inter- 
state commerc aspects of insurance to 
the use of interstate channels of 
communication and _ transportation ; 


the use of rates established upon av- 


erage experience in more than one 
state; the diverse state location of 
company, agent, policyholder and 
risk. The Government did not con- 
tend that the issuance of policies in 
exchange for premiums, without 
more, necessarily constituted inter- 
state commerce, but maintained 
rather that it was the sum of all com- 
pany activities which gave insurance 
the nature of interstate commerce. 


The Government view was not 
only adopted by Justice Black, but his 
opinion especially included among the 
interstate attributes of insurance the 
flow of policies and premiums be- 
tween states, and stated that the in- 
tangible nature of an insurance pol- 
icy was no bar to regulation by Con- 
gress of the insurance business. 


Chief Justice Stone, on the con- 
trary, took the position that the ad- 
mitted use of interstate facilities was 
incidental to the business of issuing 
insurance policies and that Congress 
had no power to regulate the forma- 
tion and performance of insurance 
contracts except as the latter affected 
transactions of interstate commerce. 
Even then, said the Chief Justice, 
such effects on commerce were not 
within the reach of the Sherman Act 
unless they involved restraints in 
competition in the marketing of 
goods and services. In other words, 
he was of the view that a contract 
was not of itself interstate commerce 
unless it stipulated for the perform- 
ance of an act or transaction of inter- 
state commerce, and insurance con- 
tracts did not meet this test. 











ot 
‘is 
ne 
he 


n- 


yl- 


i 
d- 
‘as 
ng 
»SS 
la- 
ice 
ed 
ce. 
ce, 
10t 
Act 


of 
ds, 
act 
rce 
m- 
er- 
yn- 





NURSE'S INFLUENCE IN 
PLANT SAFETY 


(Continued from page 15) 


that, she keeps records of the injured 
people and the treatments which are 
given. Let us remember that while 
carrying out these duties she is con- 
stantly maintaining the integrity of 
professional confidence between her- 
self and the patient, and between the 
doctor and the patient in those cases 
which require a doctor’s attention. 


First, in addition to the pure rec- 
ord, as a statistic, she gets the story 
of the accident from the injured em- 
ployee. Not infrequently the em- 
ployee tells the truth to the nurse, 
when he has fear of his job if he 
tells the whole truth to his foreman. 
For example, his action may have 
caused the accident and merited a re- 
buke. In the story which I told at 
the beginning of this talk, the in- 
jured woman, no doubt, poured forth 
to the nurse the vial of her wrath 
against the unwarranted action of her 
foreman. Thus, the nurse gets to 
know a great deal about the people 
in the plant, and what they’re doing 
to prevent accidents and what they’re 
failing to do to prevent accidents. 

Second, if a number of similar in- 
juries, such as a lot of eye injuries 
come to her first aid room, she can 
become conscious of spots in the 
plant which may need attention, or 
uncontrolled hazards, or failure on 
the part of employees to wear gog- 
gles. Now that so many women are 
being employed where women were 
never employed before, the nurse is 
treating their injuries, and she is able 
to notice whether the girls are wear- 
ing the safety clothing that is pro- 
vided, whether they keep their hair 
covered up in safety caps, and 
whether they’re wearing proper 
shoes, and improper jewelry. 

From these two things alone, name- 
ly, the story of the accident from the 
point of view of the injured which is 
part fact, and part opinion, and the 
nurse’s own observations in fact rel- 
ative to repeaters or repeating acci- 
dents, or the employees’ exhibit of 
failure to be provided with proper 
safety clothing, comprise knowledge 
useful in the prevention of other ac- 
cidents when it is put to work 
through the proper channels. What 
are the proper channels? What can 
she divulge without betraying confi- 
dence? To whom? With whom can 
she properly discuss these things? 
Should she explore the plant to see 
things instead of people to corrobo- 
rate her evidence ? 


First, let me qualify my opinion of 
what she might do with this knowl- 
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edge by saying that under some cir- 
cumstances she may not do anything 
at all with it. Remember that I de- 
scribed the nurse’s position as one of 
staff, that is, one of assistance to the 
production line, her boss will be the 
superintendent, or the manager, and 
to her boss only will she report. You 
will remember that I said her duties 
were defined. If she has been told 
to administer first aid and in so do- 
ing maintain a professional dignity 
and aloofness, and to submit only a 
statistical report of treatments given, 
there isn’t much more that she can 
do. By the same token, she may be 
of such a frigid personality that the 
dignity of her professional position 
in her mind holds her aloof from any 
except strictly nursing duties. It is 
quite conceivable that either of those 
conditions can exist in excellently run 
plants with fine safety records, in the 
one, plant management keeping the 
nurse in her limited place; in the 
other, the nurse keeping herself quite 
in her professional place. If such be 
the condition under which any of you 
work, understand me clearly, I’m not 
recommending a change. I’m re- 
porting what you might do if condi- 
tions were different. For those of 
you who are working where you have 
much more freedom of action, or 
would like to contribute to the safety 
activity and can get the freedom of 
action, then, let us discuss what you 
can do with this knowledge that you 
acquire in your contact with injured 
employees. 

You can sort your records and pre- 
pare for the Safety Department or 
the safety engineer, or the superin- 
tendent, statistical summaries. They 
betray no confidence. They are use- 
ful in that corrective action to be 
taken is contained in them by impli- 
cation at least, perhaps by expressed 
recommendations. The form in which 
you should report you are all familiar 
with. 

You can sit as a member of the 
Safety Committee. The Safety Com- 
mittee is the working of the demo- 
cratic process among the plant ad- 
ministrative group, confining its at- 
tention to accident prevention prob- 
lems. Their results are in the form 
of advice or recommendations for ac- 
tion to be taken; a guard on a ma- 
chine here, a safety educational pro- 
gram, recommended action by a fore- 
man with respect to training or su- 
pervision, any number of types of 
recommendations. I will express my 
opinion upon the desirability of the 
nurse’s participating in the Safety 
Committee’s deliberations by this as- 
sertion : unless she is there, the Safety 
Committee will never get the view- 
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point of the injured employees. She 
has been their confidante, and she can 
demonstrate their point of view with- 
out betraying that confidence. She 
will be able to tell to the Safety Com- 
mittee, or to the safety engineer, or 
to the plant manager, her boss, that 
there are lots of eye accidents from 
the welding department, for example, 
and something ought to be done about 
them. She can call their attention 
to the fact that the girls are wearing 
jewelry and are not wearing safety 
caps, and she can do something much 
more useful about that if she will. 
She can exert her influence directly 
upon the employees to wear their 
goggles and their caps and their safe- 
ty shoes. Frequently they will listen 
to the nurse—she gives good advice. 
Sometimes they don’t like to listen to 
the foreman. 


There is another thing the nurse 
can do directly in her contact with 
plant employees—preach safety from 
off - the - job accidents. Not infre- 
quently first aid rooms provide care 
for simple off-the-job injuries. Since 
prevention of lost time, regardless of 
its cause, is an aim of the plant 
safety program, off-the-job accidents 
which the nurse attends to should re- 
ceive the same attention statistically 
and otherwise as on-the-job injuries. 
In this discussion, however, let us not 
get too broad in our scope, so I shall 
not explore industrial health and the 
nurse’s place in it. That subject 
warrants a full treatment, not to be 
passed over parenthetically. 


Thus, in two or three simple ways 
you have brought your knowledge 
where it can be used to prevent re- 
currence of the accident and injuries 
which you have repaired. You don’t 
have to walk on foremen’s corns to do 
it. You shouldn’t try to tell him how 
to run his job, if you want him to 
respect your opinions and use your 
advice. 


You must not carry the safety en- 
gineer on your shoulders. He has a 
job to do, and that job is to find out 
the places in the plant that require 
attention and get attention before the 
accidents happen. You cannot afford 
to foster his incompetence by letting 
him use you for a crutch, or find 
things for him to correct only after 
the accidents have happened. 

There are other things which the 
Safety Department is concerned with 
which are closely related to the oper- 
ation of the first aid room that you 
ought to have something to say about. 
Transportation of injured workers is 
terribly important. You know that. 
There should be a trained rescue 
squad and you ought to have some- 

(Continued on page 24) 
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ACCOUNTING DATA IN 
LOSS ADJUSTMENTS 


(Continued from page 6) 
counting data in connection with loss 
adjustments. This is the utility or 
us bility of the inventories on hand. 
It is illustrated in somewhat simple 
fashion in tthe case of the Victory 
models made of substitute materials 
which today may have a substantial 
market at satisfactory prices and to- 
morrow may be almost utterly obso- 
lete and unsalable. The history of 
the wooden baby buggies which lost 
50 per cent in value on the day the 
government released steel for the 
manufacture of prewar baby buggies 
will be repeated hundreds of times in 
other products in the ensuing months 
and years. The problem is not quite 
so simple in the case of raw material 
inventories, which may include items 
carried over at full value from pre- 
war days, the utility of which may be 
somewhat uncertain in the postwar 
period if technical or style changes 
occur in the products manufactured ; 
or materials on hand for special pro- 
duction of civilian goods or muni- 
tions. On the one hand, the raw ma- 
terials for civilian production may be 
of greatly inferior character and have 
a very speculative future value; 
whereas on the other hand, the mate- 
rials for war production, while not 
in any way usable in postwar manu- 
facture, may well have a full value 
for insurance purposes because of the 
rights of the contractor to collect in 
full from the government in the event 
of the termination of his war con- 
tracts and subcontracts. 
ee @ @ 

ERE again, the determination of 

the “profit that would have 
been earned had no loss occurred” 
and the ascertainment of fixed 
charges that continue during the pe- 
riod of suspension, are factors rely- 
ing primarily on accounting data. 
In these times, considerable analytical 
effort is necessary in order to assem- 
ble the facts regarding the special 
circumstances which have a direct 
effect upon the amount of value and 
loss. Apart from the difficulty of 
fixing the period of suspension, 
which is not an accounting matter, 
there are many problems involved in 
the projection of sales volume, costs 
and profits, even for a short period 
of months after the date of a loss. 
Prewar figures are almost entirely 
meaningless in use and occupancy 
losses today, and the tendency to con- 
tinuous change in manufacturing 
volume and other conditions is so far 
from a static position that the imme- 
diate future may have no similarity 
to the immediate past. That being 
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the case, the satisfactory adjustment 
of the loss under terms acceptable to 
both the company and the insured 
must positively rely upon the devel- 
opment of accurate accounting data 
relating to all the circumstances and 
the projection of that accounting 
data in the most logical form. Here 
are some of the questions that arise 
and should be given consideration in 
this respect: 

(a) To what extent are current 
production and profits subject to war 
contract renegotiation, and _ what 
would be the probable reduction in 
profits by reason of renegotiation re- 
funds under the scale of operations 
projected for the suspension period ? 
The renegotiation act applies to al- 
most all contracts and subcontracts 
involving production directly or in- 
directly acquired by the government. 

(b) To what extent do the war- 
time contracts contain provisions for 
redetermination of prices in relation 
to costs of production; or for “target 
pricing’ under arrangements in 
which the insured is permitted to re- 
tain a portion of the economies below 
a fixed predetermined cost and _ sell- 
ing price? 

(c) To what extent is the. insured 
operating under cost-plus-a-fixed-fee 
contracts, specifically limiting prof- 
its; and, if so, to what extent have 
any of the contractor’s expenditures 
been questioned and disallowed, or 
are likely to be disallowed, by the 
government’s auditors, thus reducing 
directly the profit possibilities ? 

(d) What are the labor conditions 
and how permanent is the wage struc- 
ture? What applications or wage 
disputes are pending before the War 
Labor Board or the various wage and 
salary stabilization authorities and 
what would be the effective dates of 
the increases, if granted? 

(e) Is the insured subject to lia- 
bility for back pay under the wages 
and hours law to an extent that prof- 
its would be affected? For example, 
the administrator of the Wages and 
Hours Division recently found in a 
survey that 51% of the New York 
and New Jersey garment makers 
were subject to such payments for 
minimum wage and overtime viola- 
tions; back pay awards in such cases 
reduce profits materially. 

(f{) What are the probabilities of 
war contract terminations or cutbacks 
of production under conditions such 
as today when the success of inva- 
sion might mean, within a thirty day 
period, cancellation of as much as 
50% of the government’s outstanding 
orders for war production? 

(g) What ceilings or other restric- 
tions are there on selling prices? To 


what extent will the contractor be 
affected by “forward pricing” agree- 
ments entered into in war contracts 
or in renegotiation settlements? 

(h) While war production con- 
tinues, to what extent is the existence 
of actual war contracts supported by 
the ability to produce, in view of de- 
lays and shortages in securing mate- 
rials, limitations in available labor 
supply and similar conditions ? 

(1) War contracts are frequently 
changed, as in the case of the conver- 
sion of the steel shell program to 
brass. shell manufacture, or in the 
case of the contraction of the tank 
program in favor of landing-craft ; 
to what extent would the imminence 
of such changes and the costs of con- 
version affect profit possibilities dur- 
ing a period of suspension ? 

(j) Upon the termination of war 
production, to what extent will costs 
of reconversion and the lapse in pro- 
duction during the reconversion pe- 
riod affect the profit potentialities of 
the business ? 

(k) In the transition to peacetime 
production after the war, to what ex- 
tent will the influence of new design 
and product acceptability have on the 
earning capacity of the venture, and 
to what extent will improvements and 
developments of competitors cut into 
the expected postwar volume of the 
insured ? 

(1) In the early postwar period, to 
what extent will the availability of 
synthetic materials, and the potential 
competition beween natural and syn- 
thetic materials, affect the profit 
structure of certain industries? 

Ali these questions tend to increase 
the complications in the settlement of 
use and occupancy losses, while at 
the same time making such losses 
more interesting than ever before. It 
is generally accepted that profit mar- 
gins in the post war era will decrease 
substantially with the advent of com- 
petition and resulting higher selling 
costs. The loss manager or adjuster 
to whom is assigned a use and occu- 
pancy loss for negotiation and settle- 
ment may find the insured at any 
point of the cycle of war production, 
termination, reconversion or postwar 
competition. Knowledge of the facts 
for his guidance in making or ap- 
proving such a settlement must come 
from, and be supported by, full anal- 
ysis of underlying accounting data. 
In this respect, the real emphasis in 
use and occupancy losses today should 
be on the accounting phases. 


Conclusion 
At the outset, reference was made 
to the general development of ac- 
(Continued on page 24) 
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AVIATION INSURANCE 


(Continued from page 17) 

$50,000 per seat, and property dam- 
age limits of $50,000 or $100,000. 
The need for these high limits is evi- 
dent from the fact that an airplane 
falling into a crowd at an airport or 
into a built up section of a city could 
do tremendous damage even though 
the plane itself is small. It should 
be obvious to the agent that the pur- 
chase of these high limits results in 
an important premium. 

There is no need for me to go in- 
to the details of Aviation Insurance 
coverage because that information is 
easily available to you from your 
companies or from other sources of 
information. Every member company 
of the Mutual Aircraft Conference is 
in a position to supply complete in- 
formation regarding Aircraft Hull 
Insurance. Although the plans of 
the mutual casualty companies in the 
aviation field are not announced in 
detail, we do know that plans are be- 
ing developed actively, and full tech- 
nical information is available to 
agents in preparation for handling 
the coverage. We can say this much, 
that when the agents have prepared 
themselves to handle the business, the 
companies will be there with the cov- 
erage to be sold. 

There is another phase of this avi- 
ation problem that I want to empha- 
size. The public in general and, many 
insurance people follow the natural 
inclination to think of aviation in 
terms of the scheduled airlines. Per- 
haps you, as insurance agents, have 
remarked to yourselves that it is not 
possible for you to get the insurance 
on any of the big airlines and conse- 
quently you have concluded that there 
is no Aviation Insurance available to 
you. But the insurance on the sched- 
uled airlines is of no more relative 
importance in aviation than is the 
insurance on the railroads in the gen- 
eral insurance picture. I venture to 
say that not one of you has any in- 
surance on a railroad and yet you do 
have important volumes of insurance 
on private means of transportation, 
namely the automobile. The same 
thing is true now and will be increas- 
ingly so in Aviation Insurance. The 
important volumes of premium will 
be in the private aircraft field and not 
that in connection with public trans- 
portation. Out of a total of $41,000,- 
000 in Aviation Insurance premiums 
during the past five years, only $12,- 
000,000 was from the scheduled air- 
lines. The balance of $29,000,000 
was from various forms of private 
aviation. Your future in aviation is 
in connection with the small general 
purpose planes that will be sold by 
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the thousands when the war is over. 
Do not assume that all of this in- 
surance premium will be yours merely 
for the asking. There is work to be 
done in helping the growth of private 
aviation, and you as insurance agents 
have an important obligation. 

Relatively too much attention has 
been paid to the development of large 
airports for transport plane purposes 
as compared to the sponsoring of 
small airports for private planes. I 
do not mean to say that there should 
be less attention to airports for the 
scheduled airlines, but I do mean to 
emphasize that more facilities in the 
way of convenient and well equipped 
airports must be provided for the 
small private planes. You as an im- 
portant member of your local com- 
munity can do much to foster the 
establishing of an airport, or several 
airports for that matter, near your 
home town. Do not make the mis- 
take of figuring on a big airport sev- 
eral square miles in area with the idea 
that every town and hamlet will be 
on the main line of a transcontinental 
airline. 

Which is more important to you, 
a conveniently located parking place 
for your automobile when you drive 
downtown to work in the morning or 
the main railroad terminal. It is true 


that you occasionally need the railroad - 


terminal when you take a trip of 
some distance. But the everyday im- 
portant thing to you is a place to 
put your automobile when you use it 
and a place to get it serviced when 
it is in need of gasoline or repair. 
Just as there is a need for many more 
garages than railroad terminals, just 
so is there a need for many more 
small airports for private planes than 
there is for large elaborate airports 
for transport purposes. 

Aviation will emerge from this war 
in about the same position that the 
automobile industry emerged from 
the first World War. There is going 
to be a tremendous development. It 
does not matter whether we accept the 
most optimistic predictions to the ef- 
fect that millions of airplanes will be 
fluttering through the skies or whether 
we take the more conservative state- 
ments to the effect that only half a 
million planes will be flying ten years 
from now. In either case the insur- 
ance premiums will be an important 
factor in the business of wide-awake 
agents. The insurance industry has 
an opportunity to provide satisfac- 
tory insurance coverage at reasonable 
rates. Mutual insurance companies 
and agents particularly have the ob- 
ligation of improving the experience. 
Aviation Insurance rates today are 
high, so high, in fact, that the insur- 
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ance premium on a small plane is one 
of the most important factors in cost 
of operation. As experience improves, 
that cost will come down and more 
people will be able to fly. Lower in- 
surance costs mean that you will be 
able to sell more coverage, and more 
complete coverage to your policy- 
holders. 


Already mutual companies are tak- 
ing the lead in aviation safety. The 
Mutual Aircraft Conference provides 
for its member companies a safety 
letter which is sent to policyholders 
every month carrying suggestions for 
better flying and improved care of 
the planes while they are on the 
ground. Careful inspection of risks 
and a refusal to insure reckless pilots 
are necessary parts of our Aviation 
Insurance program. As mutual in-‘ 
surance companies, we do not want to 
insure every man who owns or pilots 
a plane. Mutual insurance always 
has been quality insurance, for the 
policyholder who is safety minded, 
who is sufficiently interested in his 
personal and financial welfare to pre- 
vent losses. It is part of the obli- 
gation of mutual insurance agents to 
help provide proper coverage at rea- 
sonable premium costs for those peo- 
ple who are preferred risks and show 
extraordinary care in the operation 
and handling of their planes. 





TEXAS STANDARD 
FIRE POLICY 


(Continued from page 19) 

of the policy. Otherwise a change in 
ownership might occur with the orig- 
inal insured retaining some interest. 
His remaining interest might be 
ever-insured, which would be a dan- 
gerous situation in a valued policy 
state. 
Other Insurance 

Where there is no coinsurance 
clause to be applied, permission must 
be given in the policy for the exact 
amount of insurance to be carried on 
each item. <A violation of this con- 
dition would result in suspension of 
the insurance. 
Excess Provision 

Under the paragraph regarding 
Pro Rata Liability, the policy pro- 
vides that it shall be excess insurance 
over any specific insurance on prop- 
erty covered by this policy provided 
the specific insurance does not con- 
tain an excess provision. 
Requirements in Case of Loss 

It is worthy of note that the in- 
sured is required to give immediate 
notice of loss, but he is not required 
to give that notice in writing. 
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ACCOUNTING DATA IN 
LOSS ADJUSTMENTS 


(Continued from page 22) 

counting techniques in recent years 
and the suggestion made that these 
refinements could be found helpful 
by the adjuster in losses involving 
books of account. It is acknowledged 
that there can be camouflage in loss 
statements, as elsewhere, so that what 
appears to the inexperienced eye is 
not necessarily true. It is easy for 
an ambitious insured to develop his 
figures to produce a desired result— 
and to make it appear logical, too, on 
its face. 

The use and analysis of underlying 
cost records and other subsidiary ac- 
counting data is the best way of de- 
tecting that kind of camouflage. The 
unit cost reports that are used by the 
management to fix selling prices, the 
departmental reports that make it 
possible to locate and eliminate un- 
profitable activities, the factory cost 
studies that establish which products 
are making money and which are not, 
the distribution cost analyses which 
check upon methods of marketing, 
the overhead analyses and variable 
cost projections that show the effect 
of changing volume upon profits, the 
departmental efficiency reports that 
measure performance in terms of 
predetermined cost standards, the 
budgets and forecasts adopted for 
financial planning—all these are be- 
coming increasingly general in busi- 
ness practice. They can and should 
be used by the adjuster to check upon 
the insured’s representations and to 
detect the real from the camouflage 
in claims based upon accounting data. 





THE DOCTOR'S PART IN 
PLACEMENT OF VETERANS 
(Continued from page 9) 
cant nor is the placement officer con- 
cerned with details of the physical 
findings. It simply indicates clearly 
the diagnosis, and those activities 
which the applicant cannot or should 
not do, and the environment to which 

he should not be exposed. 

With this information at hand the 
placement officer is ready to fit the 
applicant to a job. 

1. Where his work or the environ- 
ment will not aggravate or increase 
his impairment. 

2. Where his physical or mental 
condition will not prevent efficient 
work at the assigned task. 

3. Where his condition will not in- 
crease the hazard to himself, his fel- 
low worker or the property of his 
employer. 

At the time of examination it will 
often be apparent, that many impor- 
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tant disabilities are susceptible of im- 
provement by proper medical care. 
There will also be discovered a large 
number of minor defects, that may in 
no way affect the immediate capabil- 
ities of the applicant, but which if 
relieved, or cured, will contribute 
much to the continued well being of 
the employee. These cases should be 
referred to the family physician for 
remedial treatment, which if possible 
should run concurrently during em- 
ployment, provided the applicant can 
be accepted and placed. It is most 
desirable that a spirit of close co-op- 
eration exist between the plant phy- 
sician and the family doctor. 


In plants with a health program in 
operation, the confidential informa- 
tion obtained in the pre-placement 
examination, which in its entirety re- 
mains in the hands of the physician, 
will constitute a valuable baseline for 
future guidance. At the periodic ex- 
aminations a condensed work record 
from his superiors will serve to con- 
firm initial judgments. This together 
with the new examination and inter- 
view, will indicate dangerous trends 
and perhaps the need, for revision of 
the original plan. Periodic examina- 
tions also serve to detect newly arisen 
conditions not only in the impaired 
individual but also in the previously 
sound employee. 


The time interval between examin- 
ations must be set by the plant phy- 
sician, will be based on his knowl- 
edge of the employee’s condition, 
and modified by his understanding of 
the work which has been assigned 
and the exposures or hazards if such 
exist. 

The scope of pre-placement and 
periodic examinations also must be 
determined by the doctor, and will 
vary as indicated by his intelligent 
consideration of the reasonable pos- 
sibilities in each individual case. The 
requirement is an accurate diagnosis. 
The procedures are not one bit dif- 
ferent than with the private patient, 
in the office, home, or hospital. The 
difference lies in the prescription 
which is to be filled by the placement 
officer. It will indicate the employee’s 
ability to work, and will detail the 
activities in which he should not en- 
gage and the environments to which 
he should not be subjected. 





NURSE’S INFLUENCE IN 
PLANT SAFETY 
(Continued from page 21) 

thing to do with their training, either 
you or the doctor, and it is more like- 
ly you. It is a moot question whether 
primary first aid should be given at 
the scene of a serious accident by the 





nurse, or whether she should stay in 
the first aid room to receive the in- 
jured. I really don’t know the an- 
swer to that one. I do know this: 
that some men’s lives have been saved 
by the nurse who had the courage to 
insist that she was going to the scene 
of the accident, and went; I’m sure 
those people would have died had 
they received less skillful emergency 
treatment. I hold no truck with the 
idea of staying in the first aid room 
to prevent contamination; there are 
still laundries for uniforms and soap 
is cheap. 


And now one word of caution, per- 
haps a recommendation that is nega- 
tive. Should the nurse explore the 
plant to see things that need atten- 
tion? Since engineering ability is a 
qualification, not a gender, I shall not 
erbitrarily say, “No”. However, 
these are the facts. The nurses who 
have been most successful in helping 
the plant prevent accidents have not 
tried to be safety engineers. Also 
most of those who have ventured in- 
to making recommendations that re- 
quire knowledge of plant operations, 
however well founded or well inten- 
tioned, have not been successful. It 
may have been resentment against 
such interference that was responsi- 
ble. Generally it has been something 
else I think—she didn’t know what 
she was talking about. You are sure 
of your ground in the first aid room. 
Your chin is a long way out in the 
foreman’s realm. It is my recom- 
mendation that you do not inspect 
the plant for hazards. Visit it yes, 
but as an inspector, no. 


What does it add up to? It seems 
to me that it adds up to this: the 
nurse can contribute much knowledge 
about accidents and people that is 
useful to the accident prevention pro- 
gram. She will have ideas on how to 
use that knowledge. Whether she is 
permitted to present that knowledge 
and those ideas, or whether it is wise 
for her to try, seems to be pretty 
much a question of personality. It 
does not seem to be a reflection of 
her professional ability as a nurse. 
There is no definition of personality 
which will assure her success. That 
she has it will be evident in the ac- 
ceptability of her opinions. I do 
know that she must not be a “back 
seat driver”. 


Over all, I think industry is neg- 
lectful when they fail to cultivate and 
utilize such ability and interest in 
accident prevention as the nurse dis- 
plays. I urge them to correct that 
deficiency. To the nurses, I would 
say, you have the opportunity, make 
the most of it. 
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VERY moment he’s beneath the waves, a diver needs 
E the protection of special safeguards. Policyholders, too, 
require thorough, vigilant protection—such as that which 
Hardware Mutuals policy back of the policy provides. 
Based on sound, efficient management, the policy back of 
the policy is a way of doing business that makes the policy- 
holders’ interest our first consideration. It has attracted 
hundreds of thousands of policyholders to all lines of in- 
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surance written by Hardware Mutuals. For more than 30 
years it has meant well-planned insurance with full stand- 
ard policies at consistent low cost; the convenience and 
satisfaction of dealing with full-time, experienced repre- 
sentatives; and such care in selecting risks that no year has 
passed without the return to policyholders of substantial 
dividend savings. These dividend savings now total over 
$87,000,000.00 
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